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PRELIMINARY PROSPECTUS DATED SEPTEMBER 18, 1986 


4,500,000 Shares 


A ATARI 


ATARI CORPORATION 


Common Stock 


Prior to this offering there has been no public market for the Common Stock. See “Underwriting” for 
factors considered in determining the initial public offering price, which is anticipated to be between $11.50 
and $13.50 per share. 


The Company intends to apply to list the Common Stock on the American Stock Exchange. 


AN INVESTMENT IN THESE SECURITIES INVOLVES 
A HIGH DEGREE OF RISK. SEE “RISK FACTORS.” 


THESE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE 
SECURITIES AND EXCHANGE COMMISSION NOR HAS THE COMMISSION 
PASSED UPON THE ACCURACY OR ADEQUACY OF THIS PROSPECTUS. 
ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE. 


Underwriting 
Discounts and Proceeds to 
Price to Public Commissions (1) p 


(1) See “Underwriting.” 

(2) Before deducting expenses of the offering estimated ac $ , payable by che Company. 

(3) Assuming exercise in full of the 30-day option granted by the Company and by certain Contingent Selling 
Shareholders to the Underwriters to purchase up to an additicnal 675,000 shares, on the same terms, solely to 
cover over-allotments. If the option is exercised in full, in addition to the maximum proceeds to the Company, 
the Contingent Selling Shareholders will receive $ . See “Principal Shareholders” and “Underwriting.” 


The shares are offered by the several Underwriters, when, as and if delivered to and accepted by them and 
subject to their right to reject orders in whole or in part. It is expected that delivery of the shares will be made 
on or about , 1986. 
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Incorporated 


The date of this Prospectus is , 1986 
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PROSPECTUS SUMMARY 


This summary is qualified in its entirety by the detailed information and financial statements set forth 
elsewhere in thi. Prospectus. Prospective investors should carefully consider the information set forth 
under “Risk Factors.” Information in this Prospectus has been adjusted to reflect a one-for-two reverse 
Common Stock split, effective September 12, 1986. 


THE COMPANY 


Atari Corporation (the “Company”) develops, manufactures and markets microcomputer systems for 
personal and business use and video game systems, designed to offer advanced technology at low prices. The 
Company was founded in May 1984 by Jack Tramiel, founder and former Chief Executive Officer of 
Commodore International Limited. In July 1984, the Company acquired from certain associated entities of 
Warner Communications, Inc. (collectively referred to as “WCI") certain assets, including 8-bit microcom- 
puter and video game system inventories and the right to use the Atari name and logo, and assumed certain 
liabilities. See “Business — The WCI Transaction.” Substantially all of the Company’s revenues from its 
inception through June 1985 resulted from liquidation of the microcomputer and video game system 
inventories included in the assets acquired from WCI. 


In June 1985 and January 1986 the Company introduced its first 16/32-bit microcomputer systems, the 
520ST and the 1040ST. The Company’s business strategy is to offer in the ST series advanced microcom- 
puter memory capacity and processing speed technology and to price the ST series as an industry leader 
based on price-to-memory capacity and price-to-processing speed. The Company believes the 1040ST to be 
the first microcomputer offering more than one million bytes of internal memory (as much as the Apple 
Macintosh Plus and more than the standard IBM PC-AT and Commodore Amiga) at a manufacturer’s list 
price of less than $1,000. The Company’s ST computers also feature color and high resolution graphics; 
easy-to-use operating features; and processing speed equalling or exceeding that of any standard 16/32-bit 
configuration IBM, or any Apple or Commodore microcomputer, as well as those of the Company’s other 
principal competitors, at lower suggested retail prices than these competing products, comparably equipped. 


The 520 ST was recently voted “Computer of the Year” by the pan-European computer magazine 
publishers and “Computer Value of the Year” by /nfoWorld magazine. As of September 15, : 486, the 
Company had sold over 150,000 ST computer systems worldwide. 


The Company also manufactures and markets 8-bit personal computers and home video game systems. 
The Company’s 65XE and 130XE 8-bit personal computers compete with the Commodore 64 and Apple Ile 
8-bit personal computers, for the entry-level computer user, at lower suggested retail prices. 


The Company believes that it is the largest seller of video game systems in the United States. Its video 
game system product line consists of the 2600 VCS and the 7800 ProSystem, which offers enhanced 
graphics for recently introduced arcade-quality games. Both systems are compatible with an existing video 
game library of several hundred titles. 


Since July 1984, WCI has advanced approximately $24.7 million of working capital to the Company 
for payment of certain liabilities assumed in the 1984 asset acquisition. Concurrently with the consumma- 
tion of this offering, the Company will issue to WCI 7.1 million shares of Common Stock and pay to WCI 
approximately $36.1 million as the purchase price of net assets acquired from WCI and in satisfaction of 
WCI’s working capital loans to the Company and accrued interest. See “Business — The WCI 
Transaction.” 


The Company intends to distribute to its shareholders annual reports containing audited consolidated 
financial statements and quarterly reports containing unaudited consolidated financial information for each 
of the first three quarters of each fiscal year. 


IN CONNECTION WITH THIS OFFERING, THE UNDERWRITERS MAY OVER-ALLOT 
OR EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET PRICE OF 
THE COMMON STOCK AT A LEVEL ABOVE THAT WHICH MIGHT OTHERWISE PREVAIL 
IN THE OPEN MARKET. SUCH TRANSACTIONS MAY BE EFFECTED ON THE AMERICAN 
STOCK EXCHANGE OR OTHERWISE. SUCH STABILIZING, IF COMMENCED, MAY BE 
DISCONTINUED AT ANY TIME. 


THE OFFERING(1) 
4,500,000 shares 


28,262,350 shares 
To repay indebtedness and to increase working 
capital. 
Proposed American 
Stock Exchange symbol 


SUMMARY FINANCIAL INFORMATION 
(In thousands, except per share amounts) 
May 17, 1984 

to Year Ended 
Sec. 1, 1984 Dec. 31, 1985 


Statement of 
Operations Data: 
Net sales: 

New and redesigned ;»roducts $ 16,115 $ 47,817 

Purchased products 94,565 94,170 

110,680 141,987 

Operating income (loss) (61,455) (25,819) 
Income (loss) before extraordinary credit... (62,758) (14,314) 
Net income (loss) (2) (62,758) (14,314) (26,675) 
Per share data (3): 

Incume (loss) before extraordinary credit $ (2.78) $ (.62) $ (1.18) 

Net income (loss) (2) (2.78) ,-62) (1.18) 
Number of shares used in the 

computation (3) 22,554 23,033 22,593 
Balance Sheet Data: 


Working capital 

Total assets 

Long-term obligations including current portion 
Shareholders’ equity 


(1) Assumes the Underwriters’ over-allotment option will not be exercised. Unless otherwise indicated. 
information in this Prospectus does not give effect to the exercise of the Underwriters’ over-allotment 
option. 

(2) Results for the six months ended June 30, 1986 include an extraordinary credit of $3,933,000 ($.18 per 
share) from the use of net operating loss carryforwards. See Notes | and 8 to Financial Statements. 

(3) Per share computations for all periods include 7.1 million shares to be issued to WCI concurrently with 
completion of this offering. Per share computations for the six months ended June 30, 1986 include 
income before extraordinary credit of $.02 per share and net income of $.04 per share resulting from 
satisfaction of interest expense related to working capital loans from WCI by issuance of a portion of 
these shares. See “Business — The WCI Transaction” and Note | to Financial Statements. 

(4) Reflects partial payment of the purchase price of net assets acquired from WCI and satisfaction of 
approximately $24.7 million of obligations to WCI and accrued interest by issuance of shares of 
Common Stock. See “Business — The WCI Transaction” and Notes 2, 5 and 9 to Financial 
Statements. 

(5) Adjusted to reflect the sale by the Company of 4.5 million shares of Common Stock offered hereby and 
application of the estimated net proceeds from the sale. See “Use of Proceeds” and “Capitalization.” 


THE COMPANY 

Atari Corporation develops, manufactures and markets microcomputer systems for personal and 
business use and video game systems, designed to offer advanced technology at low prices. The Company 
was founded in May 1984 by Jack Tramiel, founder and former Chief Executive Officer of Commodore 
International Limited. In July 1984, the Company acquired from WCI certain assets, including Atari 8-bit 
microcomputer (models 600XL and 800XL) and video game (models 2600 and 5200) inventories and the 
right to use the Atari name and logo, and assumed certain liabilities. See “Business — The WCI 
Transaction.” Substantially all the Company’s revenues from its inception through June 1985 resulted from 
its liquidation of the microcomputer and video game system inventories included in the assets acquired from 
WwCcI. 


In June 1985, the Company introduced the 520ST, its first 16/32-bit microcomputer system, and, in 
January 1986, it introduced the 1040ST 16/32-bit system. In 1985, the 520 ST was voted “Computer of the 
Year” by the pan-European computer magazine publishers and “Computer Value of the Year” by 
InfoWorld magazine. As of September 15, 1986, the Company had sold over 150,000 ST systems 
worldwide. 


The Company’s business strategy is to offer in the ST series advanced microcomputer memory capacity 
and processing speed technology and to price the ST series as an industry leader based on price-to-memory 
capacity and price-to-processing speed. The Company believes the 1040 ST to be the first microcomputer 
offering more than one million bytes of internal memory (as much as the Apple Macintosh Plus and more 
than the standard IBM PC-AT and Commodore Amiga), at a manufacturer's list price of less than $1,000. 
The Company’s ST computers also feature color and high resolution graphics; easy-to-use operating 
features; and processing speed equalling or exceeding that of any standard 16/32-bit configuration IBM, or 
any Apple or Commodore microcomputer, as well as those of its other principal competitors, at lower 
suggested retail prices than these competing products, comparably equipped. 


Within the next twelve months, the Company intends to introduce additional microcomputer enhance- 
ments using the current ST operating system and compatible with current ST applications software, 
including products offering additional internal memory capacity and substantially enhanced color resolution 
and spectrum capacity; a dedicated graphics co-processor that will generate graphics at up to five times 
current speeds; and a UNIX-based multi-user, multi-tasking microcomputer system. 


In early 1985, the Company introduced its own 8-bit computer lines targeted for the entry-level 
computer user: the 65XE, offering 64K of internal memory, and the 130XE, offering 128K of internal 
memory, at retail prices generally less than $100 and $150, respectively. The 65XE and 130XE are 
compatible with several hundred software titles written for the 600XL and 800XL computer inventories 
acquired from WCI. 


The Company believes that it is the largest seller of video game systems in the United States. Its video 
game system tine consists of the 2600 VCS and the 7800 ProSystem. The 2600 VCS, a re-engineered and 
redesigned version of the product inventory acquired from WCI, was introduced in late 1984 and generally 
retails for less than $50. The Company’s 7800 ProSystem, first offered in May 1986, features enhanced 
graphics for recently introduced arcade-quality video games and generally retails for less than $100. Both 
video game systems are compatible with an existing library of several hundred video games. 


Since July 1984, WCI has advanced approximately $24.7 million of working capital to the Company 
for payment of certain liabilities assumed by the Company in the 1984 asset acquisition. Concurrently with 
the consummation of this offering, the Company will issue to WCI 7.1 million shares of Common Stock and 
pay to WCI approximately $36.1 million (including interest at 17%) as the purchase price of the net assets 
acquired from WCI in the 1984 transaction and in satisfaction of WCI’s subsequent working capital loans 
to the Company and accrued interest. The Company’s 1984 purchase of assets from WCI, the payment of 
the purchase price and the repayment of working capital loans from WCI are referred to in this Prospectus 
as the “WCI Transaction.” See “Business — The WCI Transaction.” 


The Company was incorporated in Nevada in May 1984. Its principal executive office is located at 1196 
Borregas Avenue, Sunnyvale, California 94088-3427. Its telephone number is (408) 745-2000. 
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The following trademarks appear in this Prospectus: IBM, IBM PC, IBM PC-XT 286 and IBM PC- 
AT, owned by International Business Machines Corporation (“IBM”); Apple, Apple Ile, Apple IIgs, 
Macintosh and Macintosh Plus, owned or licensed by Appie Computer, Inc. (“Apple”); Commodore, 
Commodore 64 and Commodore Amiga, owned by Commodore International Limited (“Commodore”); 
Leading Edge Model D, owned by Leading Edge Hardware Products, Inc.; Tandy 1000 EX, owned by 
Tandy Corporation (“Tandy”); Compaq Deskpro 286, owned by Compaq Computer Corporation (““Com- 
paq”); Kaypro 286i, owned by Kaypro Corporation; GEM, owned by Digital Research, Inc.; Microsoft 
WRITE, owned by Microsoft Corporation; VIP Professional, owned by VIP Software, Inc.; DB Man, owned 
by Versasoft Corporation; dBASE III, owned by Ashton-Tate; InfoWorld, owned by C W Communications 
Inc.; Lotus 1-2-3, owned by Lotus Development Corporation; UNIX, owned by Bell Telephone Laboratories, 
Incorporated; and Atari, S20ST, 1040ST, 65XE, 130XE, 600XL, 800XL, 2600 VCS, and 7800 ProSystem, 
owned by Atari Corporation. 


RISK FACTORS 
Prospective investors in the Company should carefully consider, among other things, the following 
factors regarding the Company and its business: 


Industry Trends. Unit sales of personal computers in the United States declined during 1984 from the 
prior year and grew moderately in 1985. Although moderate unit sales growth has been forecast for 1986, it 
has been predicted that, as the result of price competition, U.S. dollar sales of personal computers will rise 
modestly, if at all. It cannot now be determined whether this change is cyclical or evidences a long-term 
trend toward slower growth in unit and dollar sales of personal computers. 


Short Operating History. The Company commenced operations in the second quarter of 1984 and 
introduced its ST series of computers in June 1985 and January 1986. The Company incurred cumulative 
losses through December 31, 1985 of $77,072,000. Although the Company reported a profit for the six 
months ended June 30, 1986, results of the Company’s operations for this interim period are not necessarily 
indicative of the results that might be expected for the entire fiscal year. Operating results for future periods 
are subject to numerous risks and uncertainties, and there can be no assurance that the Company will 
achieve continuous profitable operations. 


Competition. The personal computer and entertainment electronics industries are intensely competi- 
tive and are characterized by constant introduction of new products, rapidly declining prices and advancing 
technologies. In sales of its microcomputers, the Compaay competes with larger companies, such as IBM, 
Apple, Commodore, Tandy and Compaq, that have well established product lines, dealer acceptance, 
software support and customer loyalty, and materially greater resources than the Company, as well as with 
numerous other domestic and international distributors of [BM-compatible and other personal computers. 
The Company’s computers do not use the MS-DOS operating system and are therefore not compatible with 
the IBM PC, which dominates the business market for personal computers. Increased availability of low- 
priced [BM compatible computers; recent material PC price reductions by IBM; and recently announced 
new product introductions by IBM, Appis, Tandy and Compaq could force further price reductions for the 
Company’s products and reductions in the Company's profit margins. See “Business — Competition.” 


Necessity for New Products. Continual iechnological developments, which make existing computers 
vulnerable to early obsolescence, and continuing competitive price reductions in the personal computer and 
entertainment electronics industries will require that the Company create and market new computer and 
entertainment electronics products at low prices and continue to reduce prices of its existing products. The 
Company will be required to incur substantial expenditures in research and development of new products 
before market acceptance of any such products can be assessed. There can be no assurance that such 
products will achieve market acceptance. 

Necessity for Additional Applications Software. Availability of applications software is a material 
factor in consumer selection among competing microcomputer products. As of September 15, 1986 
approximately 300 software products were available for the Company's ST computers from independent 
vendors in the United Stat~s and a similar number were available from developers outside the United States. 
Most of the Company’s major competitors have larger available software libraries. Accordingly, continued 
third party development of applications software for the Company’s computers is critical to future market 
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acceptance of its products. Although the Company attempts to encourage such development, it competes for 
software developers’ resources with competitors having substantially greater market share and installed 
product base, and will have no control over the pace of continued applications software development for its 
products. 

Competition for Sales Channels. The Company sells its microcomputer products primarily to inde- 
pendent computer specialty dealers (who usually also carry competing microcomputer products) and, in the 
case of the 520 ST and the XE series, to national retailers, for resale to end-users. Maintenance and growth 
of these relationships is essential to growth of the Company’s sales. Competition for these dealers’ and 
retailers’ shelf space is intense. The Company’s existing independent dealers and retailers are not committed 
to carry the Company’s computers, and competitive factors could cause them to change to the products of 
another manufacturer at any time. 

Dependence on Key Personnel. The Company’s success depends on the management skills of its 
executive officers, who, collectively, are its principal shareholders, and on its management team, which 
includes key employees with extensive prior experience in the microcomputer industry. Loss of the services 
of a significant number of the executive officers or of these key employees would have a material adverse 
effect on the Company. The computer and entertainment electronics industries are characterized by a high 
level of employee mobility and aggressive recruiting of skilled personnel among competitors. The Company 
competes with many other companies that have much greater financial and other resources for attracting 
and retaining qualified engineering and management personnel with the experience, creativity and qualifica- 
tions required by the Company. The ability to continue to locate, hire, train and retain such personnel is 
essential to the Company’s continued product development efforts and growth. See “Management.” 

Dependence on Single Manufacturing Facility. The Company’s manufacturing is centralized at its 
facility in Tam-Shui, Taiwan. Accordingly, the Company is subject .o risks of economic and political 
disruptions, transportation time and delays, labor strikes, changes in laws and government policies, the 
imposition of duties, and import and export controls in Taiwan. See “Business — Manufacturing.” 

Voting Control. Upon conclusion of this offering, the Tramiel family will beneficially own approxi- 
mately 53% of the Company’s Common Stock. The Company’s Articles of Incorporation do not provide for 
cumulative voting in the election of directors. Therefore, after this offering, the Tramiel family will be able 
to elect all of the Company’s directors and to control the Company. See “Principal Shareholders.” 

Shares Eligible for Future Sale. Commencing 90 days after completion of this offering, approximate- 
ly 489,143 shares of Common Stock owned by existing shareholders will be eligible for sale, from time to 
time, in the public securities market subject to the restrictions of Rule 144. Commencing 180 days after 
completion of this offering, an additional approximately 21,133,000 shares of Common Stock owned by 
principal shareholders and WCI will become eligible for sale subject to the restrictions of the Rule. In 
addition, WCI holds certain piggyback and demand registration rights with respect to its shares of Common 
Stock received in the WCI Transaction. See “Business — The WCI Transaction.” Sale of such shares in 
whole or in part, or even the fact that they are available for sale, may have an adverse effect upon the 
market price of the Common Stock. See “Principal Shareholders — Shares Eligible for Future Sale.” 


USE OF PROCEEDS 

The net proceeds to the Company from the sale of the shares of Common Stock, after deducting the 
expenses of the offering, are estimated to be $ ($ if the over-allotment option is exercised in 
full). Approximately $ of that amount will be used to repay indebtedness, including $36.1 million of 
acquisition indebtedness (including interest at 17%) to WCI. See “Business — The WCI Transaction.” The 
balance of such proceeds will be used to increase the Company’s working capital. Specific uses of working 
capital will depend upon business conditions. Pending such applications, the net proceeds will be invested in 
short-term interest-bearing obligations. 

The Company will not receive any portion of the proceeds from sales of shares by the Contingent 
Selling Shareholders in the event the Underwriters’ over-allotment option is exercised. See “Principal 
Shareholders” and “Underwriting.” 


DIVIDEND POLICY 


The Company has not paid cash dividends,and currently intends to retain future earnings to finance the 
development and expansion of its business. 


DILUTION 


At June 30, 1986, the Company had a pro forma net tangible book value of $17,175,000 (approximately 
$.73 per share of Common Stock) after giving effect to the issuance of 7.1 million shares of Common Stock as 
part of the WCI Transaction. See Notes 2, 5 and 9 to Financia! ~ atements and “Business — The WCI 
Transaction.” Without taking into account any other changes in net tangible book value subsequent to June 
30, 1986, other than giving effect to the sale of 4.5 million shares offered by this Prospectus and the application 
of the net preseeds of such sale, the Compaiay’s pro forma net tangible book value at June 30, 1986 would have 
been $ ,or$ per share. This represents an immediate increase in net tangible book value of $ per 
share to existing shareholders and an imraediate dilution of $ per share to purchasers cf the shares of 
Common Stock in this offering. The following table illustrates this per share dilution: 


Public offering price per share 
Pro forma net tangible book value per share as of June 30, 1986 


Increase in net tangible book value per share attributable to 
investment by purchasers 


Pro forma net tangible bock value per share giving effect to this 


(1) Pro forma net tangible book value per share is determined by dividing the number cf shares of Common 
Stock outstanding after giving effect to the issuance of 7.1 million shares of Common Stock to WCI in 
the WCI Transaction, into the pro forma net tangible book value of the Company (total assets less total 
liabilities). 


The following table summarizes as of the consummation of this Offering the differences between 
existing shareholders, including WCI, and the new purchasers with respect to the number of shares of 
Common Stock acquired from the Company, the total consideration paid and the average consideration per 
share. 


Shares Purchased Total Consideration = 
Nember Percent Amount 
Current shareholders (1) 23,762,350 84.1% $87,827,000 
Purchasers in this offering 4,500,000 15.9 
28,262,350 100.0% $ 100% 


The data in the above tables assumes no exercise of outstanding stock options. See “Management — 
Stock Option Pian.” 


(1) The consideration paid by WCI has been valued at $54.0 million, which represents (i) the value of the 
net assets acquired less the value of the cash portion of the purchase price at the date of acquisition, plus 
(ii) the working capital loans (including accrued interest). 
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CAPITALIZATION 


The following table sets forth the unaudited pro forma consolidated capitalization of the Company at 
June 30, 1986, giving effect to the issuance of 7.1 million shares of Common Stock to WCI as part of the 
WCI Transaction, and as adjusted to give effect to the sale by the Company of 4.5 million shares of 
Common Stock pursuant to this offering and the application of the estimated net proceeds from the sale, 
including the payment of approximately $36.1 million to WCI as part of the WCI Transaction. See Notes 2, 
5 and 9 to Financial Statements and “Business — The WCI Transaction.” 


Current maturities of long-term Obligations ..............:.csccscsssssersssessssessessessssseesenees $4716 $§$ 
Long-term obligations, excluding current maturities (1): 
Oblig:.tiom due. WCI....cccicszesessarsccsemosalanascosnscessecsunsecsotenincssvstotataepsvsctssssaisesnapiotsines $34,182 $ — 
Other obligations ........:-<:sscsssedsabecensicaressasesisvasncnvatnssncectvsdaoasovespbacapsiscesseeatebeaesesianbek __ 1,343 
TOtall :..0:ssccscsscccsccons sans papsetonacsdanunesndapauasenkaeslacsaieteasalaaes bash iiaee erebiaxtetuntantoouneie 35,525 
Shareholders’ equity: 
Preferred stock, $.01 par value, 10,000,000 shares authorized, none 
QUtSta MING .......+:2:scnccncge sekeeumenanen teu nraceat apianense enbaashovantsa tis aiopabaleeieprlstisabuclesieatonaes _ _ 
Common stock, $.01 par value, 100,000,000 shares authorized, 23,687,600 
shares outstanding and 28,187,600 shares as adjusted for this offering (2)... 237 282 
Additional: paid-in capital... iscsccossessccvscecstockonencipnsecsensssheckannsosepbentacenens prabteneckunebtenete 86,276 
Notes receivable from sale of COMMON StOCK...........:c-scccesccesececserssescesereseeeeseseeseees (1,921) (1,921) 
Accumulated: deficit::....:::esicescusessccolagnsonaspeearnonencersucseoncbepcatonksrcoulithontuortbsbeeaseresacter® (64,672) (64,672) 
Accumulated translation adjustments ...............cscsessscssssessscesrscessscersscessserssseesseeers (2,745) (2,745) 
Total. shareholders’ GQQiHi) sccsocssvesseisccorotensteesssesersananosscopssnrbnsnsensesoesientorsooniers 17,175 
Total Capita igi thit ss sisocacornctescorccertecsessteeesenescovengevesiorarabepsoveveserssmassvepeetors $52,700 § 


(1) See Note 5 to Financial Statements. Accrued interest on the obligation due WCI will increase the 
obligation to approximately $36.1 million at the consummation of this offering. 


(2) Excludes 12,000 shares of Common Stock reserved as of June 30, 1986 for issuance pursuant to 
outstanding stock options and 39,000 shares with respect to which the Company intends to grant stock 
options. See “Management — Stock Option Plan” and Note 9 to Financial Statements. 
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SELECTED FINANCIAL DATA 


The selected financial data for ana at the end of the period from May 17, 1984 to December 31, 1984, 
the year ended December 31, 1985 and the six months ended June 30, 1986 have been derived from financial 
statements examined by Deloitte Haskins & Sells, independent public accountants. The information set 
forth below should be read in conjunction with the Company’s financial statements and related notes and 
with Management's Discussion and Analysis of Results of Operations and Financial Condition. The results 
of operations for the six months ended June 30, 1986. are not necessarily indicative of the results to be 
expected for the full year. In the opinion of management, the unaudited information for the six months 
ended June 30, 1985 contains all adjustments, consisting only of normal recurring accruals, necessary for a 
fair presentation of the results for such period. 


Statement of Operations Data: 


Net sales: 
New and redesigned products 
Purchased products 


Costs and Expenses: 
Cost of sales: 


Marketing and distribution 
General and administrative 


Operating income (loss) 
her income — net 
Interest income 


Provision for income taxes 


Income (loss) before extraordinary credit 
Extraordinary credit (1) 


Net income (loss) 


Per share data (2): 
Income (loss) before extraordinary credit 


Net income (loss) 


Number of shares used in the 
computation (2) 


May 17, 
tel 
aception) 


31, 1984 


Year Ended 
December 31, 1985 


Six Months Ended 
June 30, 
1985 _ 1986 


(in thc: nds, except per share data) 


$ 16,115 
94,565 


110,680 


9,476 
129,050 


ary 


(62,758) 
(62,758) 


$ (62,758) 


$_(2.78) 
$_ (2.78) 
22,554 


$ 13,820 
185,263 
41,257 


(6,899) 


$ 47,817 
94,170 
141,987 


(14,314) 
(14,314) 


$ (14,314) 


$ (.62) 
$_(.62) 


23,033 


$ 11,749 

139,044 

57,082 
(19,477) 


(26,675) 
(26,675) 


526.673) 
$ (1.18) 
$ (1.18) 


22,593 


June 30, 1986 
Historical Pro forma (3) 
$ 39,732 

134,288 
64,978 40,241 
(8,484) 17,175 


(1) Tax reduction from use of loss carryforwards. See Note 8 to Financial Statements. 

(2) Per share computations for all periods include 7.1 million shares to be issued to WCI concurrently with 
completion of this offering. Per share computations for the six months ended June 30, 1986 include 
income before extraordinary credit of $.02 per share and net income of $.04 per share resulting from 
satisfaction of interest expense related to working capital loans from WCI by issuance of a portion of 
these shares. See “Business — The WCI Transaction” and Note | to Financial Statements. 


Reflects partial payment of the purchase price of net assets acquired from WCI and satisfaction of 


approximately $24.7 million of obligations to WCI and accrued interest 


by issuance of shares of 


Common Stock. See “Business — The WCI Transaction” and Nates 2 5 and 9 to Financial 


Statements. 


MANAGEMENT’S DISCUSSION AND ANALYSIS OF 
RESULTS OF OPERATIONS AND FINANCIAL CONDITION 
Introduction 

The Company commenced operations in May 1984, and in July 1984 it acquired certain computer and 
video game system assets and assumed certain liabilities from WCI. See “Business — The WCI Transac- 
tion” and Notes 2, 5 and 9 to Financia! Statements. The Company’s net sales from its inception through 
June 1985 consisted primarily of the liquidation of the inventories of 6(00XL and 800XL 8-bit computers 
and associated disk drives and printers, and 2600 VCS and 5200 video game systems that were a part of the 
assets acquired from WCI. These inventories are referred to as the “purchased products” in the Company’s 
financial statements and in the tables in-this Prospectus. 

Sales of the Company’s re-engineered and redesigned 2600 VCS video game system commenced in the 
last quarter of 1984, and the Company introduced its 7800 ProSystem in May 1986. The Company began 
shipments of its 65XE and 130XE 8-bit computers in the second quarter of 1985 and of its 520ST 16/32-bit 
computer in the 1985 third quarter. The 1040ST was introduced in the first quarter of 1986. These products 
and certain peripheral products, such as disk drives and printers, are referred to as the “new and redesigned 
products” in the Company’s financial statements and in the tables in this Prospectus. 


Quarterly Results 

The following table sets forth certain unaudited quarterly information for the last six fiscal quarters. The 
Company has not previously prepared interim financial information for public use. The amounts reflected below 
have been prepared based on a retrospective review by the Company. The quarterly results should be read in 
conjunction with the Financial Statements included in this Prospectus. This information includes all normal 
recurring adjustments that the Company considers necessary for a fair presentation. 


Three Months Ended 
March 31, Jume 30, September 30, December 31, March 31, 
1985 1985 986 
(in thousands, except per share data) 


(Unaudited) 
Net sales: 


New and redesigned products $15,267 $25,784 
Purchased products 13,718 39,566 
28,985 65,350 
Costs and Expenses: 
Cost of sales: 
New and redesigned products 9,206 
Purchased products ...........c:es00+ 13,210 
Liquidation and transition costs ine a 
Research and development ren 2,353 
Marketing and distribution... ass 4,236 
1,798 
30,803 
Operating income (loss) ean (15,262) (11,074) (1,818) 
Other income ies 1,763 1,987 1,438 
Interest income.... Se yases ead 84 39 
Interest ExPeMse ............csccsescessssesseseene . (2,139) (2,197) 
Income (loss) before income taxes and 
extraordinary credit (11,142) (2,538) 
Provision for income taxes(1).... ous — — 
Income (loss) before extraordinary credit (11,142) (2,538) 
Extraordinary credit — tax reduction from use of 
net operating loss carryforwards (1) _ a 


Net income (loss) $(11,142) $ (2,538) 


(1) Provision for income taxes is based on the efffective tax rate for the six months ended June 30, 1986 of 
44%. Extraordinary credit for the six months ended June 30, 1986 was allocated to the first two quarters 
of 1986 based on the provision for income taxes for each of those quarters. 
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The following table sets forth the percentage contribution to the Company’s total net sales for the last 
six fiscal quarters from sales of the Company’s new and redesigned computers and video game systems and 
from liquidation of the 8-bit computer and video game products purchased from WCI: 


Three Months Ended 


March 31, June 30, September 30, December 31, March 31, 
1985 1985 1985 1985 1986 


New and redesigned products: 
Computers 63% 64% 
Video games 2 27 
75 91 
25 9 


100% 100% 


The Company believes that increased sales of 8-bit computer and video game systems in the fourth 
quarter of 1985 resulted from seasonality of these products, which the Company sells principally through 
national retailers. Because of this seasonality, the Company expects net sales during the fourth quarter to 
represent a disproportionate percentage of its annual net sales of these products. 


Results of Operations for the Six-Month Periods Ended June 30, 1985 and 1986 


The improvement from an operating loss of $26,336,000 in the six months ended June 30, 1985 to 
operating income of $16,879,000 in the six months ended June 30, 1986 was primarily attributable to the 
122% increase in net sales in the 1986 period. That increase resulted from the increase in sales of the 
Company’s new and redesigned products, which represented 14% of net sales in the 1985 period and 84% of 
net sales in the 1986 period. Sales of new and redesigned products during the six months ended June 30, 
1986 included net sales of the Company’s computer products of $67,079,000, or 63% of total net sales, and 
net sales of video game systems of $21,990,000, or 21% of total net sales. 


The 60% decline in sales of purchased products from the 1985 period to the 1986 period resulted 
principally from two factors: during the first six months of 1986, the Company focused primary attention on 
developing independent computer specialty dealer distribution channels for its 520ST and newly introduced 
1040ST computers; and during the same period several key national retailers, the primary source of the 
Company’s sales of purchased products, continued to reduce or eliminate video game and 8-bit microcom- 
puter system purchases because of excess inventories. At June 30, 1986 remaining inventories of purchased 
products were approximately $22,591,000. The Company believes that revenues from liquidation of the 
remaining inventories of these purchased products will not be material after 1986. 


The increase in the Company’s gross profit margin on sales of its new and redesigned products from 
36% for the six months ended June 30, 1985 (40% for all of 1985) to 45% during the six months ended 
June 30, 1986 reflects higher costs associated with initial production in the 1985 period and cost of sales 
increasing more slowly than net sales, resulting from manufacturing efficiencies and economies of scale 
attendant to materially increased production in the 1986 period. 


Liquidation and transition costs of $4,966,000 incurred in the six months ended June 30, 1985 include 
certain employment and occupancy costs incurred by the Company during liquidation of excess plant and 
Operating assets acquired in the WCI Transaction. 


All of the Company’s research and development expense in the 1985 and 1986 periods related to 
development of its new and redesigned products. Although research and development expenses increased in 
absolute value in the first six months of 1986 as compared to the prior period, it decreased as a percentage of 
net sales because of the substantial increase in net sales in that period. The Company currently anticipates 
that research and development expenditures will approximate five to six percent of net sales. 


Marketing and distribution and general and administrative expenses increased in absolute terms but 
decreased as a percentage of net sales because of the substantial increase in net sales in the 1986 period. 
Results of Operations from Inception to December 31, 1985 


The 15% contribution of the Company's new and redesigned products to net sales in the 1984 period 
resulted entirely from sales of the re-engineered and redesigned 2600 VCS video game system, principally in 
the 1984 Christmas season. The increase in contribution of the Company's new and redesigned products 
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from 15% of net sales in 1984 to 34% in 1985 resulted from continued sales of the re-engineered and 
redesigned 2600 VCS video game system and commencement of sales of the Company’s 65XE and 130XE 
8-bit computers and its 520ST 16/32-bii computer. Sales of the Company’s 65XE, 130XE and 520ST 
computers represented $38,069,000, or 27% of total net sales for 1985. 


Negative gross margins attributable to the sale of purchased products for 1984 and through June 1985 
reflect writedowns of inventories of those products to estimated net realizable value. The reduction in cost of 
sales as a percentage of net sales between 1984 and 1985 was the result of two factors: the positive gross 
margins attributable to increased sales of the Company’s new and redesigned products in 1985, and net sales 
realized on liquidation of purchased 2600 VCS video game systems during the second half of 1985 that were 
in excess of resale prices anticipated in reducing purchased inventories to estimated net realizable value at 
the end of 1984. 


Research and development expenses represented 3% and 7% of net sales in 1984 and 1985, respectively. 
All of the research and development expense was attributable to development of the Company’s new and 
redesigned products. 


Because the Company’s expenses in the seven and one-half months of its operations in 1984 were 
heavily affected by start-up and liquidation and transition costs, the Company does not believe that 
comparisons of other components of costs and expenses in fiscal 1984 with fiscal 1985 is meaningful. 


Other income of $1,883,000 in fiscal 1984 resulted primarily from sales of excess property and 
equipment purchased from WCI. Other income of $19,904,000 in fiscal 1985 included approximately 
$6,900,000 from continued sales of excess property and equipment acquired from WCI and approximately 
$11,000,000 from resale to WCI of certain warrants to purchase Warner Communications, Inc. stock 
acquired by the Company as part of the WCI Transaction. See Note 2 to Financial Statements. 
International Sales 

International net sales (including export sales) for fiscal 1984 and 1985 and the six months ended 
June 30, 1986 were $47,668,000, $85,388,000 and $62,308,000 (43%, 60%, and 59% of net sales), 
respectively. For additional information on net sales, operating income and identifiable assets associated 
with international operations by geographic region see Note 10 to Financial Statements. The Company’s 
international operations are subject to the risks of fluctuation of the values of the U.S. dollar and foreign 


currencies. For information concerning the effect of foreign currency transactions on the Company's results 
of operations through June 30, 1986 see Note | to Financial Statements. 


Liquidity and Capital Resources 


The Company’s initial working capital consisted of approximately $30.9 million received from sales of 
Common Stock and the Company’s purchase of operating assets in the WCI Transaction, which has not 
required payment of cash to WCI prio: to the completion of this offering. Additional working capital has 
been provided from operations, $24.7 million of working capital advances from WC, sales to third parties of 
excess property and equipment received in the WCI Transaction and resale to WCI, for $15 million, of 
warrants received in the WCI Transaction. See Note 2 to Financial Statements and “Business — The WCI 
Transaction.” Pursuant to an agreement with WCI, the proceeds from the sale of the warraiits are restricted 
to use by the Company to settle or satisfy judgments resulting from certain third party claims asserted 
against WCI and the Company relating to activities of WCI prior to the WCI Transaction. See “Business 
— Legai Proceedings.” WCI does not intend to make additional working capital advances to the Company. 


The Company believes that the proceeds of this offering, together with existing cash balances and funds 
anticipated to be generated from operations, will be sufficient to meet its cash requirements through June 
1987, and that it will not be necessary to raise additional funds to meet expenditures required to operate the 
Company’s business during that period. However, the Company has no bank or institutional credit lines and 
intends to seek such credit lines for use in connection with future working capital and capital asset 
development needs. No negotiations have commenced with Prospective lenders, and no assurance can be 
given that any such credit lines can be established on terms acceptable to the Company. No specific uses of 
any such future borrowings have been identified at the date of this Prospectus. 


BUSINESS 
The WCI Transaction 


In May 1984, Jack Tramiel founded the Company and began assembling a management team to 
undertake development, manufacture and marketing of microcomputer systems designed to offer advanced 
technology at low prices. In July 1984, the Company acquired from WCI certain assets, including 
inventories of the Atari 600XL and 800XL 8-bit microcomputers and associated disk drives and printers, 
and of 2600 VCS and 5200 video game players and game software, and the exclusive right to the Atari 
name and logo for the Company’s computer and consumer products. These assets were subject to certain 
then existing and contingent obligations and liabilities. In November 1985, the Company resold to WCI 
warrants acquired in the 1984 asset acquisition for $15 million, of which $13.9 million was deposited in 
escrow to fund certain litigation related to settlement or judgments, if any, obtained in these obligations and 
liabilities. See “Business — Legal Proceedings” and Notes 2 and 12 to Financial Statements. 

Between July 1984 and June 30, 1986, WCI advanced to the Company working capital of $24.7 million 
(bearing interest at 10.5%) that was used to satisfy certain liabilities assumed in the 1984 asset acquisition. 

The conside’.\ion given by the Company in the 1984 asset acquisition was subject to adjustment based 
upon the Company’s and WCI’s subsequent evaluation of the assets acquired and the associated obligations 
and liabiiities. In August 1986, the Company and WCI completed that evaluation and agreed that, for the 
net assets the Company acquired in the 1984 transaction, and accrued interest on the purchase obligation at 
17%, and in repayment of WC1’s working capital loans to the Company, including accrued interest, upon 
consummation of this offering, the Company would issue to WCI 7.1 million shares of Common Stock, and 
pay to WCI approximately $36.1 million. The Company’s approximately $36.1 million obligation to WCI 
will be paid from the proceeds of this offering. 

As a result of the WCI Transaction, upon consummation of this offering, WCI will own 7.1 million 
shares of the Company’s Common Stock, constituting approximately 25% of the Common Stock to be 
outstanding. WCI does not intend to make additional advances to the Company. 

Products 
Introduction. 

The Company’s revenues and results of operations from its inception through June 1985 resulted 
primarily from liquidation of 8-bit microcomputer and video game system inventories that were a part of the 
assets acquired in the WCI Transaction. The Company used the net cash flow from that liquidation for 
payment of associated obligations and liabilities and continued research and development of its own 
computer and video game lines. 

In early 1985, the Company introduced its first computer products, its 65XE and 130XE 8-bit 
computers, targeted for the entry-level computer user and ~ompatible with peripheral products and several 
hundred software programs already then available for the microcomputer inventories being liquidated from 
the WCI Transaction. In April 1985, the Company introduced the 520ST, the first of its ST series of 16 /32- 
bit microcomputers, and in January 1986 it introduced the 1040ST. As of September 15, 1986, the 
Company had sold over 150,000 ST systems worldwide. The Company currently intends that its principal 
product development efforts will focus on enhancements of and peripheral products for the ST series. 

The Company’s video game system products consist of the 2600 VCS, introduced in late 1984, and the 
7800 ProSystem, introduced in May 1986. The Company intends to expand its offering of microprocessor- 
based consumer entertainment products. 

See Note 10 to Financial Statements for information regarding the Company’s industry segment. 

The ST 16/32-bit Microcomputer Series. 

The centerpiece of the Company's product lines is its ST series of microcomputer systems. The Company’s 
business strategy is to offer advanced microcomputer technolog™ and to structure and price the ST series as an 
industry leader based on the relationships of price-to-memory capacity and price-to-processing speed. 

The following table compares the features of the Company's ST microcomputers against standard system 
configurations of microcomputers currently offered by certain major manufacturers whom the Company 
believes to be its principal competitors. Prices are manufacturers’ list prices, which are subject to change and 
are frequently subject to reduced price promotions, and selected dealer discounts are widely available for some 
machines, particularly for the IBM PC product line. Accordingly, actual retail prices are often lower. 
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APPLE COMPA 
ATARI IBM MACINTOSH COMMODORE LEADING EDGE TANDY DESKPR KAYPRO 
—1080ST(1)_ PC-AT(2) __ PLUS(3)__AMIGA __-_—SMODEL D__-_—S@O0EX _—-_—286 286i 

Manufacturer’s list 

PONCE ais ccsoosceseveosenneisbba $ 999(mono) $4,675 $2,195 $1,795 $1,295 $1,198(mono) $3,998 $2,995(mono) 

1,199(color) 1,498(color) 3,195(color) 

Microprocessor .........-00+++ 68000 80286 68000 68000 8088 8088 80286 80286 
Speed (MHZ)... cee 8.0 8.0 7.83 7.16 4.71 4.77 8.0 6.0 
Standard user-accessible 

RAM siccscccssscoscousesesgaas 1024K 256K 1024K 256K 512K 384 256 $12 
Cost per RAM kilobyte $0.98 , $18.26 $2.44 $7.01 $2.34 $3.90 $17.57 $6.24 
Operating system in 

ROM vvccsessssssocsonssiecte Yes No Yes No No No No No 
Number of keys............. 94 84 78 89 84 90 84 84 
MOus6 iiss sascscasssessvestyerrees Yes No Yes Yes ‘No No No No 
Floppy disk drive........... 3%" 5%” 3” 3%" 5%” 5%” 5%” 5%” 
Number of floppy disk 

ONIVES 5:.5,-2:cesscavessvessoane ! 1 ! I 2 2 ! 2 
Hard disk port............... Yes Yes Yes No Optional Optional Optional Optionai 
Color video capability ... Yes Optional No Yes Yes Yes Yes Yes 
Number of colors........... $12 16 None 4096 16 16 16 16 
Screen resolution 

CONG ssissccsecessooveunntene 640x200 640x200 None 640x400 320x200 640x200 640x200 320x200 

Hi-Res monochrome... 640x400 Optional 512x342 None 720x348 640x200 Unknown 640x200 
Built-in MIDI 

interface(4) ........cceeeeee Yes No No No No No No No 
Sound voices... 3 l 4 4 | 3 | 1 


(1) The Company’s 520ST offers the same features as the 1040ST, except that it includes 512K of RAM and a stand-alone 
3'/2” disk drive, at a suggested retail price of $799 (monochrome monitor) and $999 (color monitor). 

(2) The IBM PC is based on the Intel 8088 microprocessor, operates at a slower speed (4.77 MHz) than the PC-AT, uses an 
84-key keyboard, offers a 320 by 200 unit color screen resolution, and bears a suggested retail price of $2,495. The recently 
announced IBM PC-XT 286 is based on the Intel 80286 microprocessor, includes 640K RAM, a 5%” floppy disk drive and a 
hard disk drive, and operates at 8.0 MHz, at a suggested retail price of $3,995. 

(3) The Apple Macintosh offers the same features as the Macintosh Plus, except that it includes 512K of RAM and a 59-key 
keyboard, at a suggested retail price of $1,995. Apple recently announced the 8/16-bit Apple IIgs, offering 256K RAM 
(expandible to one megabyte at extra cost), music and voice simulation, graphics, a mouse and high resolution monitor (sold 
separately), at apparent retail prices between $1,600 and $1,900. 

(4) A MIDI is an interface that permits communication between the computer and a music synthesizer. 


Hardware and Operating System Features. The Company’s ST computer line currently consists of 
two models, the 520ST and the 1040ST. At the heart of both machines is the Motorola 68000 microproces- 
sor which simultaneously processes 32-bits of information internally and communicates over a 16-bit 
channel. By comparison, the IBM PC operates on 16-bits of information internally and communicates over 
an 8-bit channel, making it considerably slower in processing information than 32-bit machines. The ST 
Operates its microprocessor at a speed of eight million cycles per second (eight megahertz), making it one of 
the fastest standard 16/32-bit configuration microcomputers of which the Company is aware. 


The 520ST and 1040ST contain 524,288 (512 kilobytes) and 1,048,576 bytes (one megabyte) of 
internal random access memory (“RAM”), respectively, permitting storage in the computer of applications 
software and data for various computer functions, such as word processing, database management, 
spreadsheets and graphics. For example, in a word processing function, the one megabyte RAM capacity of 
the 1040ST can hold over 250 pages of standard text. Within the next twelve months, the Company intends 
to introduce two and four megabyte versions of the ST line. 


Microprocessor speed and internal memory capacity can be restricted by the inability to move 
information to and from memory or external devices. The ST line contains four customized circuits that 
coordinate and expedite the movement of information. For example, in the ST, information can be moved 
from memory to the video monitor without impeding the transfer of information from the microprocessor to 
memory. Similarly, direct channels between the internal memory and external devices allow the ST to 
transfer information to disk drives without burdening the microprocessor. 


A computer’s operating system is the internal software that manages the computer’s hardware and 
provides fundamental resources for working with applications programs introduced into the RAM. On many 
computers (for example, the IBM PC) the computer's operating system must be loaded from a disk into 
RAM which would otherwise be available for applications software, such as word processing or spreadsheet 
programs. However, the ST operating system is stored in the computer in 196,608 bytes of permanent read 
only memory (“ROM”), eliminating loading time and leaving the ST’s RAM free for applications software 
and data storage. 


A substantial part of the ST operating system is the Graphics Environment Manager (“GEM”). GEM 


is based on two fundamental principles. First, it is designed to enable the user to operate the computer by 
pointing to images shown on the video monitor representing a familiar office environment and executing 
functions through the two-button “mouse”, as well as through the 94-key keyboard. This capability obviates 
the need to type frequent cryptic commands, making computer use faster and more intuitive. For example, a 
picture of a file cabinet represents the computer’s file system. By pointing to the file cabinet image, the user 
can examine its contents and then’ dispose of, display or print its contents by pointing to the image 
representing the desired operation. 


The second fundamental principle underlying GEM is its adaptability to different existing hardware 
products, as well as to future hardware products that exceed current microcomputer technology. For 
example, a word processing program that will operate on the Company’s 640 x 400 unit high resolution 
monochrome monitor will also operate on the Company’s lower resolution color monitor. If the Company 
were to introduce a monitor with 1280 x 960 unit resolution, the same word processing program would 
operate on the improved system. Accordingly, a new computer of the ST line will be able to use the existing 
ST series software base without limiting the Company’s ability to offer consumers enhanced capabilities. 


The Company offers standard programming languages for the ST, including BASIC, the most widely 
used language among microcomputer users, and LOGO, a popular language, particularly among educators. 
Additional programming languages for the ST currently available from independent software vendors 
include the C language, Fortran, 68000 assembly language, Forth, Pascal, Modula-2 and LISP. 


Applications Software. To promote sales of its products in international markets, the Company relies 
upon a policy of actively encouraging ST applications software development, not only by major independent 
software developers in the United States, but by formerly under-utilized European software developers. The 
Coinpany’s strategy is to promote software for local markets to reflect local needs. To facilitate development 
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of software by others, the Company provides detailed information concerning its ST architecture and 
operating system, offers consulting services of its technical staff without charge and assists marketing efforts 
of software developers. 


As of September 15, 1986, approximately 300 applications software products were available from 
United States software developers, and a similar number were available from software developers outside 
the United States. Available ST software products currently include word processing programs; spread- 
sheets, including the VIP Professional (a Lotus 1-2-3 compatible); databases, including Versasoft’s 
DB MAN (an Ashton-Tate dBASE III work-alike); graphics and electronic publishing software; entertain- 
ment software; musical composition programs; computer-aided design software; and an “expert system” 
using artificial intelligence techniques. 


The Company’s microcomputers were only recently introduced and do not use the MS-DOS operating 
system that is the basis of IBM and IBM-compatible microcomputers, which account for the majority of 
microcomputer sales. Accordingly, these and other competitors, whose computers have a materially larger 
installed base than the Company’s, have considerably larger existing software libraries than the Company. 
The Company’s ability successfully to promote and encourage further software development for the ST line 
will be critical to the future growth of its sales. Over 3,000 orders have been received for the Company’s ST 
software development package; the Company believes that independent software developers currently 
developing software for the ST includes Microsoft, a major software house. 


Peripheral Equipment. The ST line adopts industry standards for interconnecting peripheral hard- 
ware devices where the standards do not unduly limit performance. The ST includes a “Centronics” printer 
interface allowing connection to printers manufactured for the IBM PC, and an “RS-232” communications 
interface allowing connection to modems from industry leaders such as Hayes and Racal-Vadic. 


The Company's line of peripheral equipment for the ST series is currently composed of color and 
monochrome raonitors, 360K and 720K 3'/-inch microfloppy disk drives, a 20 megabyte hard disk drive, 
and a dot matrix graphics and text printer. The Company is currently developing additional peripheral 
equipment and ST features, including a telecommunications modem, a laser printer, enhanced sound 
circuits, and a dedicated graphics co-processor that will generate graphics at up to five times current speeds. 


The XE 8-bit Microcomputer Series. 


The Company’s XE series computers are targeted for the entry-level computer user and compete with 
such products as the Commodore 64 and Apple Ile 8-bit computers. They include the 130XE and tne 65XE, 
which generally retail for less than $150 and $100, respectively. Both computers are compatible with 
peripheral equipment and several hundred software titles available for the 400/800, 1200XL and 
600/800XL computer inventories liquidated from the WCI Transaction. 


The XE series computers include a 1.79MHz 6502C microprocessor, 128K of RAM, 24K of ROM, 
built-in BASIC language, cartridge port, two joystick/paddle ports, and a 65-key full-stroke keyboard. 
Peripheral equipment includes a 5'/-inch disk drive, a letter quality printer, a dot matrix printer, an 80- 
column card for full-page word processing and spreadsheet applications, and a 300 baud modem. 


Video Game Systems 


The Company believes it is the largest seller of video game systems in the United States. Sales of the 
Company’s video game systems (not including liquidation of inventories of prior video game products 
acquired in the WCI Transaction) were $9,748,000 and $21,990,000 in 1985 and the first six months of 
1986, respectively. 


The Company acquired an inventory of the original Atari 2600 VCS video game systems from WCI in 
July 1984. The Company is liquidating the 2600 VCS inventory acquired from WCI and has materially re- 
engineered and redesigned the 2600 VCS as its own video game system. The new 2600 VCS, introduced in 
late 1984, is based on a standard 6507 microprocessor, a 6532 combination RAM, input/output and timer 
chip, and a custom video display chip. The Company has reduced the 2600 VCS’s parts by a third, allowing 
the use of a single-sided printed circuit board, resulting in reduced labor and materials costs and increased 
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product reliability. In addition, new custom memory developments allow more sophisticated and elaborate 
graphics for game programs. 


The 2600 VCS currently retails for less than $50, and plays video games designed for both the original 
and the new 2600 VCS. 


In May 1986, the Company introduced its 7800 ProSystem video game system, featuring compatibility 
with all 2600 VCS game software and offering arcade quality graphics for new games designed for the 7800 
ProSystem. The expanded memory capacity of the 7800 ProSystem allows it to run entertainment software 
heretofore available only on home computer systems. At June 30, 1986, eight classic arcade games, 
including Ms. Pac-Man, Joust and Pole Position II, were available for the 7800 ProSystem with enhanced 
graphics. The 7800 ProSystem generally retails for less than $100. 


The Company intends to expand its offering of microprocessor-based consumer entertainment products. 


Distribution, Sales and Marketing 


United States. Since introduction of the 520ST in June 1985, the Company has followed the policy of 
selling its ST microcomputer products primarily to independent computer specialty dealers (who usually 
also carry competing microcomputer product lines), for resale to end-user customers. [n general, these 
dealers also provide pre-sale and post-sale support, offer peripheral equipment such as disk drives and 
printers manufactured by the Company, and provide warranty and post-warranty repair services. Accord- 
ingly, since the Company’s dealers serve as the principal point of contact between the Company’s ST 
computers and end-users, their support services are important to the growth of the Company’s ST computer 
sales. 


Currently, over 800 dealers, served through regional distributors and directly by the Company, market 
the ST computer line in the United States. Although the Company sells its ST computers directly to 
individual stores of certain national computer specialty stores, its computers are not currently carried on a 
company-wide basis by the principal national chains, Micro-Age, ComputerLand, BusinessLand or Entre. 
New computer specialty dealer accounts are opened principally through a network of regional independent 
manufacturer's sales representatives. To expand further its distribution base, the Company has recently 
begun distributing its 520ST through mass market channels. 


Because of their low retail prices and appeal to the entry-level computer user, the Company distributes 
its XE computers and video game systems primarily through national retailers, department stores and mail 
order outlets. Several key national retailers substantially reduced or eliminated microcomputer purchases in 
1984 and 1985 and during the first six months of 1985 because of excess inventories and reduced profit 
margins. Although the Company believes that these problems are diminishing, and that many such mass 
market retailers are resuming their microcomputer product purchases, they can be expected quickly to 
curtail orders if increased consumer demand does not materialize. 


Since the Company's policy is not to make direct sales of its products to end-users, the Company’s 
ability to maintain and add retail specialty dealer and mass market retailer relationships will be an 
important determinant of its future revenues. Competition for dealer and retailer acceptance of microcom- 
puter products is intense. Since the Company’s independent dealers and retailers are not committed to carry 
the Company’s products, they could reduce orders for the Company’s products and change to the products 
of a competing microcomputer manufacturer at any time. 


The Company tailors its advertising to the primary market targeted for each specific product. For 
example, the 2600 VCS and 7800 ProSystem video game systems, which appeal primarily to children and 
young adults, are mass marketed and promoted through television advertisements, generally telecast during 
Saturday morning programming. The XE and ST computers are generally promoted through print media, 
with direct advertisements principally in computer users’ magazines. Except for its television advertise- 
ments, the Company depends substantially on its dealers for promoting the Company’s products. The 
Company has participated in joint advertising programs with certain dealers from time to time. 
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The Company also encourages formation of regional users groups for support of the Company’s 
products, and disseminates information concerning its products through its magazine, Atari Explorer. 
Recently, the Company retained the former publisher and editor of Creative Computing to produce the 
magazine and other publications promoting the Company’s producis. 


International. The Company distributes its product lines, directly and through independent dis- 
tributors, in approximately 50 countries outside the United States. Primary international distribution is by 
direct sales in West Germany, the United Kingdom, France, Italy, Switzerland, the Benelux countries and 
Canada. In other international markets, the Company distributes its products through approximately 25 
independent national and regional distributors. 


International distribution is tailored for each local market. Distributors translate software for the local 
language, and computer keyboards, electrical requirements and video outputs are adapted to conform to 
local and regional standards. 


Sales of the Company’s products outside North America for fiscal year 1985 and the six-month period 
ended June 30, 1986 constituted approximately 36% and 40% of all sales, respectively. For the same periods, 
export sales represented 24% and 19% of net sales, respectively. The Company’s international sales are 
subject to certain risks common to non-United States operations in general, such as governmental regula- 
tion, import restrictions, and currency fluctuations. Accordingly, fluctuations in the dollar in relation to 
certain international currencies may affect the Company’s sales to international customers. 


See Note 10 to Financial Statements for information regarding revenues, operating profit (loss) and 
identifiable assets attributable to geographic regions. 


Warranty and Customer Service 


Video game and XE computer products are sold primarily through mass market retailers without on- 
site warranty or other service capability. Where the distributor does not have on-site warranty service 
capability, within the Company’s 90-day warranty period, consumers may return defective products to the 
place of purchase for free repair or replacement. The Company in turn accepts in-warranty returns from 
distributors for credit, repair or replacement. Where a distributor or retailer has the capability to make on- 
site warranty repairs, the Company affords the distributor or retailer a warranty allowance against the 
product invoice price in exchange for assumption of the warranty service obligation. 


After the 90-day warranty period expires, product repairs are made by independent service organiza- 
tions authorized by the Company. The Company’s distributors and retailers can purchase spare parts and 
have access to technical documentation and advice from the Company’s service department. 


The Company’s limited warranty covers parts and labor for 90 days. The Company’s allowance to 
distributors who assume the warranty obligation is deducted in computing its net sales; its provision for 
warranty expenses incurred by the Company is included in its cost of sales. 


The Company is equipped to handle direct inquiries from consumers. Letters and telephone calls are 
screened and logged to monitor specific types of consumer problems and to provide timely response. 


Product Development 


Since the Company’s inception, it has developed a broad range of computer and video game products. 
The ST computer series was developed by the Company, including the customized chip set that controls all 
aspects of ST computer functions. The Company has developed and announced plans to introduce enhance- 
ments and additional products for the ST line within the next twelve months. An additional graphics 
processor, which may be added to the 520ST or the 1040ST, will handle all graphics generating functions, 
freeing capacity of the existing central microprocessor for other functions and increasing the speed at which 
the computers respond to commands to generate graphics and pictorial representations to up to five times 
the speed of the current ST computers. 
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The Company also intends to develop and introduce additional microcomputer products, using the 
current ST operating system and compatible with current ST applications software, that will offer two and 
four megabytes of RAM and substantially enhanced color resolution and spectrum capacity. 


The Company believes that its continued growth will depend on its ability to reduce costs of its current 
products and to create and market new and innovative personal computer and entertainment electronics 
products at prices below those charged by its competitors for comp2rable products. The introduction of any 
such new products typically requires at least a year of advance pianning and design and substantial 
expenditures before market acceptance can be determined. 


Market acceptance of the Company’s products is also dependent upon the availability and market 
acceptance of applications software for the Company’s products. The Company does not currently develop 
applications software, and plans for the foreseeable future to devote research and development resources to 
development of new hardware products. Accordingly, applications software for the Company’s products is 
developed and produced by independent software publishers over which the Company has no control. The 
necessity for such continued new product introductions in the context of uncertain market acceptance and 
increasing price competition is a material risk of the Company’s business plans. 


The Company has spent and intends to continue to spend significant amounts for research and 
development of new microcomputer products and to reduce the cost of its products. The Company’s research 
and development costs, which were primarily associated with development of its ST microcomputer series, 
were $3,451,000 in the seven months of its operations in 1984, $9,452,000 in 1985, and $6,216,000 for the 
first six months of 1986. As of September 15, 1986, approximately 80 Company employees were engaged in 
computer product development. 


Manufacturing 


The Company manufactures its products at its 200,000 square foot facility in Tam-Shui, Taiwan. The 
Company believes that the facility is sufficient to meet product manufacturing demands in the foreseeable 
future. However, since manufacturing is centralized in this single facility, the Company's operations are 
subject to risks of economic and political disruptions, transportation delays and imposition of government 
controls in Taiwan. 


The manufacturing process uses modern and reliable equipment, including wave solderers and robotic 
circuit placing equipment, which reduce production costs and enhance product integrity. Quality safeguards 
and audits are incorporated into several phases of the production cycle. All printed circuit boards are placed 
in “burn-in” chambers to detect component failures. Randomly selected fully assembled systems pass 
through severai audit tests and inspection stations. 


The production process has been designed and is overseen by the Company’s production engineering 
group, consisting of approximately 20 employees based in Japan. 


Substantially all component parts and peripheral equipment not manufactured by the Company are 
acquired from multiple sources and have been readily available. Some components and peripheral equip- 
ment are available only from a limited number of suppliers. Although the Company believes that alternate 
sources of supply for such items could be developed if necessary, the disruption or termination of existing 
sources could have an adverse effect on the Company’s operation. 


The Company manufactures its products according tu its forecast of near-term demand, and not 
primarily to specific customer orders. Warehoused inventories of finished products, estimated to fill sales and 
warranty return requirements, are maintained in advance of receipt of orders. An additional three-to-four 
week supply of finished product is generally in transit to the United States, and a five-to-six week supply is 
generally en route to Europe, by ship from the Company's Taiwan manufacturing facility. Orders are 
usually placed by purchasers on an as-needed basis and are usually filled from inventory shortly after 
receipt. The Company’s backlog of orders at any time is generally not indicative of future sales. 
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Intangible Property Rights 


The Company’s most significant trademarks are its “Atari” name and logo, both of which were 
acquired from WCI for the Company’s exclusive use in computer and consumer products. WCI retained the 
rights, including sublicense rights, to the “Atari” name and logo for use in coin-operated arcade video 
games. The Company also acquired from WCI a portfolio of patents, trademarks and copyrights, including 
all intangible property rights formerly owned by WCI in conjunction with its computer and video game 
businesses. The Company considers the ownership of patents in its segments of the microcomputer and 
entertainment electronics incustries to be less significant than technological innovation, efficient production 
and product marketing strength. ; 


The Company’s rights to make, use and sell certain computer and video game software are held 
through licenses from third parties. The mos: significant license grants the Company an exclusive right to 
the operating system and a non-exclusive right to certain development tools developed by Digital Research 
Inc. for the ST series of computers. The operating syst:m license is fully-paid and includes the right to 
produce unlimited copies. 


The Company owns rights to a portfolio of approximately 40 patents in the field of optical display 
holography. The Company has an eaclusive license with sublicense rights under the patents, but only for use 
in specified fields such 2; publishing, packaging, and games and novelty items. The Company receives 
royalties under a ron-exclusive sublicense to American Bank Note, the principal producer of holograms in 
the United States. The Company has no current plans to exploit these holography patents other than by 
sublicensing its rights to third parties. 


Facilities 
The Company leases its 46,000 square foot corporate headquarters building at 1196 Borregas Avenue, 
Sunnyvale, California, and approximately 158,000 square feet of warehousing space located in two facilities. 


The Company owns a manufacturing facility containing approximately 200,000 square feet situated on 
approximately 7'/2 acres in Tam-Shui, Taiwan, and leases 6,383 square feet of production engineering and 
office space in Tokyo, Japan fer production engineering. 


The Company leases internaticnal sales facilities, including 4,022 square feet of office space and 16,146 
square feet of warchouse facilities near Toronto, Canada, and European sales offices in Slough, England; 
Paris, France; Frankfurt, West Germany; Baden, Switzerland; Amsterdam, Netherlands; and Milan, Italy. 


Emplovees 


At September 15, 1986, the Company had approximately 1,180 employees, including approximately 80 
in engineering and product development, approximately 140 in marketing, sales and distribution, approxi- 
mately 830 in manufacturing and production, and approximately 130 in general administration and 
management. The approximately 800 employees at the Company’s Tam-Shui, Taiwan manufacturing 
facility are represented by a labor union. None of the Company's other employees is represented by a labor 
union. The Company considers its employee relations to be good. 


Many of the Company’s employees are highly skilled. The Company's business depends, to a great 
extent. on its ability to attract and retain highly skilled employees. The Company competes with many other 
high technology companies, many of whom have greater resources than the Company, for its employees. The 
high technology industry is characterized by a significant level of emplo,;<e mobility among competitors. 


Competition 


The personal computer industry is highly competitive and has been characterized by rapid technologi- 
cal advances in both hardware and software and constant introduction of new products offering more 
features at lower cost. As the result of these competitive factors, during the last few years many computer 
manufacturers have announced significant operating losses, and several have discontinued personal com- 
puter product lines or sought bankruptcy protection. 
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The principal elements of competition among personal computer manufacturers are product quality 
and reliability, availability of software, ease of use, price/performance characteristics, service and support, 
availability of peripherals, marketing and sales capability, corporate reputation and capacity to deliver 
products in high volume. 


Although the Company's ST computers have received favorable initial recognition, the Company’s 
short operating history and only recent introduction of these products do not confirm its ability to satisfy 
these competitive factors on a continuing basis. The Company intends to continue to develop its computers 
to compete favorably with respect to such factors, with emphasis upon providing high performance at 
reduced price. However, there can be no assurance that comparable or superior products incorporating more 
advanced technology or other features at lower prices will not be introduced by competitors. 


Over 100 manufacturers of personal computers, United States and international, compete for sales 
channels, customer attention and software development resources. The Company’s principal microcomputer 
competitors are IBM, Apple, Commodore, Tandy, Amstrad, Olivetti SPA and several United States and 
international distributors of IBM compatible personal computers, including Compaq and Leading Edge 
Hardware Products, Inc. These competitors have longer operating histories, broader product lines, greater 
financial resources and larger personal computer market shares than the Company. 


Since the Company relies heavily on an independent specialty dealer network for sales and service of its 
ST computers, it competes with these larger companies for dealer acceptance. Because full-service dealers 
sell and support only a limited number of microcomputer products, and the total number of dealers in the 
United States has apparently remained relatively stable over the past two years, competition for these 
dealers’ limited shelf space is and is likely to remain intense. These dealers, including particularly national 
computer specialty store chains, make decisions on carrying microcomputer product lines based primarily on 
their relative ease of resale to customers, rate of inventory turnover and size of associated profit margins. 
Since the Company’s independent dealers are not committed to carry the Company’s products, these 
competitive factors could cause them to change to the products of a competing microcomputer manufactur- 
er at any time. Although the Company has sold its ST computers to selected stores of major computer 
specialty store chains, the Company’s computers are not currently carried on a company-wide basis by 
Micro-Age, ComputerLand, BusinessLand or Entre, the principal national computer specialty store chains. 


IBM and manufacturers of IBM compatible personal computers, which use the MS-DOS operating 
system, control a dominant portion of the market for personal computers for business use. The Company’s 
personal computers do not use the MS-DOS operating system and are not currently compatible with IBM 
and [BM compatible computers. This lack of compatibility may limit acceptance of the Company's 
computers in the business market and impede the development of applications software for its computers. 


Although the Company’s ST computers are offered at prices below suggested retail prices of IBM, 
Apple and certain other competing products, many such computer products are regularly available at 
substantial discounts from suggested retail prices. Some IBM compatible computers are also being offered 
by United States and international manufacturers at prices equal to or less than the prices of the Company’s 
ST computers. During the last 12 months, IBM has announced reductions in the prices of its personal 
computers that are widely regarded as further intensifying competitive price reductions in the personal 
computer market. In addition, Tandy has recently introduced new microcomputer products at reduced 
prices, and IBM, Apple and Compaq have announced new computer products with enhanced features. These 
factors could force price reductions for the Company’s products, reduce its profit margins and increase 
difficulty in obtaining or maintaining its market share. 


Legal Proceedings 


As a consequence of the WCI Transaction, the Company has been named as a defendant in litigation 
that has arisen as a result of the activities of WCI, and not the Company. In November 1985, the Company 
and WCI agreed to establish a $13.9 million escrow account from proceeds received by the Company from 
sale of certain warrants received in the WCI Transaction, to satisfy any judgments that might be rendered 
in certain of these actions or to resolve them by settlement. The escrowed funds are not available to cover 
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the Company’s expenses of defending these actions. The Company will be responsible for the amount of any 
judgments or settlements in excess of the escrow amount and will receive any funds remaining in the escrow 
account after resolution of these actions. Of the 92 cases covered by the escrow, 76 have been resolved. 
Although the Company believes that the remaining actions can be resolved for less than the amount 
remaining in the escrow account, there can be no assurance that the remaining funds will be sufficient for 
that purpose. 

On or about September 19, 1984, Stargate Enterprises filed an action against the Company, WCI, and 
Williams Electronics in the United States District Court for the Northern District of California alleging, 
among other things, trademark infringement, unfair competition, dilution of trademark, and false designa- 
tion of origin of products. The complaint seeks $25 million in punitive and general damages. Williams 
Electronics has agreed to indemnify the Company and WCI, and to bear any damages arising out of these 
claims, as well as attorneys fees and costs. WCI has also agreed to indemnify the Company for any damages 
arising out of any trademark infringement alleged to have occurred prior to July 1, 1984. The Company 
believes that this action will have no material adverse effect on its financial condition. 


On or about June 28, 1985, an alleged class action was filed in California Superior Court for Santa 
Clara County by Maria Carson and Rudolfo Villanueva against the Company alleging damages in excess of 
$13 million. This action was filed as a companion to another class action filed by the same named plaintiffs 
against WCI. This latter action has now been settled and approved by the court, subject to notice to the class 
and the right of class members to challenge the settlement. As part of the settlement, the plaintiffs have 
agreed to dismiss with prejudice all claims against the Company arising out of the events alleged in the 
complaint. The Company is not required to contribute to any proposed settlement. 


On August 9, 1985, Alps Electric (USA) Inc. filed an action against the Company and WCI in the 
California Superior Court for Santa Clara County, alleging amounts due for goods sold and delivered and 
cancellation charges. The complaint seeks $6.8 million from the Company in general damages, plus interest. 
This case is not covered by the escrow account referred to above. Discovery is in process, and the matter is 
scheduled for trial in October 1986. 


MANAGEMENT 


Directors and Executive Officers 
The directors and executive officers of the Company are as follows: 


Name (At June 50, 1986) Position(s) Held 

Jack Tramiel 58 Chairman of Board, Chief Executive Officer 
and Director 

Sam Tramiel 36 President, Chief Operating Officer and 
Director 

Samuel W.L. Chin 36 Vice President, General Manager-Atari 
Taiwan Manufacturing Corporation and 
Director 

Leonard I. Schreiber Director 

Gregory A. Pratt Vice President-Finance, Chief Financial 
Officer and Treasurer 

Taro Tokai Vice President 

Garry Tramiel Secretary, Assistant Treasurer and Vice 
President-Administration 

Shiraz Shivji Vice President-Advanced Technologies 

Leonard Tramiel Vice President-Software Development 

Michael V. Katz Vice President-Marketing and Entertainment 
Electronics 

Thomas Brightman 31 Vice President-Production Engineering 

Joseph Spiteri 56 Vice President-Manufacturing 


All directors hold office until the next annual meeting of the shareholders and the election and 
qualification of their successors, or until they resign or are removed. All the current directors were elected to 
their positions in 1984. Officers are elected annually and serve at the pleasure of the Board of Directors. 


Jack Tramiel founded the Company in May 1984. Until January 1984, he was President and Chief 
Executive Officer of Commodore International Limited, which he founded in 1958 under the name 
Commodore Business Machines Ltd. for the manufacture of typewriters. Mr. Tramiel is the father of Sam, 
Leonard, and Garry Tramiel. 


Sam Tramiel has been the President, Chief Operating Officer and a director of the Company since June 
1984. From 1974 until joining the Company, Sam Tramiel was employed by Commodore International 
Limited, most recently as Vice President-Japan and General Manager-Asia. In that capacity, he was 
responsible for worldwide computer production, purchasing and semiconductor packaging throughout Asia. 
From 1976 to 1977 he served as head of Commodore’s Consumer Division from Toronto and as General 
Manager in Hong Kong, London and Santa Clara. In the period 1979 to 1981, Mr. Tramiel was also 
engaged in the operation of his own OEM manufacturing businesses in the Far East. 


Samuel W.L. Chin joined the Company as its Vice President, Chief Financial Officer and Treasurer, 
and was elected as a director of the Company, in June 1984. He became the General Manager of Atari 
Taiwan Manufacturing Corporation in February 1985. From 1980 until 1984, Mr. Chin was employed by 
Commodore International Limited as its Director of Taxes and its Vice President-Finance, Commodore 
Electronics, Ltd. 


Leonard I. Schreiber has been a director of the Company since its formation and served as a Vice 
President and Secretary of the Company from its formation through August 1986. He is a partner of 
Schreiber & McBride, which serves as general counsel to the Company. He has been Mr. Tramiel’s personal 
counsel, and until May 1984 had been counsel to Commodore International Lumited, for over 20 years. 
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Gregory A. Pratt joined the Company in June 1984, as General Manager. In February 1985, Mr. Pratt 
became the Company’s Vice President-Finance and Treasurer. From 1979 until joining the Company, Mr. 
Pratt was employed by Commodore International Limited in several capacities, including Vice President- 
Finance and Vice President-Operations. Prior to joining Commodore, Mr. Pratt was employed by Arthur 
Andersen & Co. 


Taro Tokai has been employed as Vice President and General Manager of Atari Japan Corp. since 
July 1, 1984. From November 1976 until May 1984 he served as Vice President of Commodore Japan Ltd. 


Garry Tramiel joined the Company in July 1984 as its Assistant Secretary, Assistant Treasurer and 
Vice President-Administration. In September 1986, he was elected Secretary of the Company. From March 
1982 until July 1984, he was employed as an account executive with Merrill, Lynch, Pierce, Fenner & 
Smith. Before March 1982, Mr. Tramiel attended college. 


Shiraz Shivji joined the Company in May 1984 as its Vice President-Advanced Technologies. From 
1979 until 1984, Mr. Shivji was employed by Commodore International Limited as Director of Research 
and Development. He has also worked in research and development capacities with Friden Mailing 
Equipment, Bechtel Corporation and Berkeley Scientific Laboratories. Mr. Shivji has over 12 years 
experience in systems design and software development. 


Leonard Tramiel became the Company's Vice President-Software Development in July 1984. During 
the five year period before joining the Company, Mr. Tramiel attended Columbia University in New York 
where he received a Ph.D. in Astrophysics. 

Michael V. Katz joined the Company in November 1985 as its Vice President-Marketing and 
Entertainment Electronics. From March 1983 to November 1985, Mr. Katz served as President, Chief 
Executive Officer and Director of Epyx, Inc., a computer game software developer. From 1979 to 1983, Mr. 
Katz was Vice President-Marketing for Coleco Industries, Inc. 

Thomas Brightman joined the Company in July 1984 as its Vice President-Production Engineering. 
From August 1982 until July 1984, Mr. Brightman was employed as a design manager for Commodore 
Business Machines, Inc. From March 1977 to August 1982, Mr. Brightman worked for Texas Instruments, 
Inc. as an engineering manager. 


Joseph Spiteri has been the Company's Vice President-Manufacturing since June 1, 1984. From July 


1980 to May 1984, Mr. Spiteri was employed by Commodore Business Machines, Inc. Prior to that time, from 
June 1978, he was Project Engineer-New Products at Fairchild Functional Test Systems, a subsidiary of 
Schlumberger, and a production manager for Amdahl Corporation, a mainframe computer manufacturer, 
from 1976 to 1978. 


Compensation 


The following table sets forth all cash compensation paid or accrued by the Comparv for services rendered 
during the year ended December 31, 1985 to the Company’s five most highly compensated executive officers 
whose aggregate cash compensation exceeded $60,000 and to all executive officers as a group. 


Cash 
Name Capacity in Which Served Compensation 
Sam Tramiel President and Chief Operating Officer $162,500 


Samuel W.L. Chin Vice President and General Manager-Atari 
Taiwan Manufacturing Corp. 125,000 


Gregory A. Pratt Vice President-Finance, Chief Financial 
Officer and Treasurer 125,000 


Taro Tokai Vice President 114,874 
Thomas Brightman Vice President-Production Engineering 89,230 


All executive officers . 
as a group (12 persons) $906,795 


The Company provides certain executive officers and employees with fringe benefits. With the excep- 
tion of Mr. Chin, who received a $14,474 rental reimbursement in Taiwan and payment of $10,656 of 
certain personal expenses, and Mr. Tokai, who received a $8,824 rental reimbursement, management 
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believes that these benefits, valued at their incremental cost to the Company, do not exceed 10% of reported 
cash compensation for any individual, and with respect to all executive officers as a group, do not exceed 
10% of the cash compensation for the group in the foregoing table. 


The Company has no pension or retirement plans. 


Stock Option Plan 
The Company has adopted a 1986 Stock Option Plan (the “Plan’”). 


Under the Plan, key employes., directors and consultants of the Company and its subsidiaries may be 
granted options to purchase shares of Common Stock. The Plan provides for the issuance of options to 
purchase up to 1,000,000 shares to such persons and on such terms and conditions as the Board of Directors 
may determine. Both incentive stock options (as defined by the Internal Revenue Code of 1954, as amended) 
and non-qualified stock options may be granted pursuant to the Plan. In either case, the exercise price may 
be not less than 100% of the fair market value of the Common Stock on the date on which the options are 
granted (in the case of incentive options, 110% of the fair market value if the optionee owns more than 10% 
of the combined voting power of all classes of stock). No employee may receive, in any calendar year, 
incentive stock options, the fair market value of which exceeds $100,000 plus any unused limit carryover 
permitted by Section 422A(c)(4) of the Internal Revenue Code. Incentive stock options are also subject to 
other requirements provided by law. 


Options granted under the Plan have maximum 10-year terms. If the optionee’s employment with the 
Company terminates, the period for exercising any option then held is reduced to a period of 30 days 
following cessation of employment. If the optionee’s employment terminates by reason of death or disability 
the exercise period is one year. The Plan also provides for acceleration of the right to exercise options at the 
discretion of the Board of Directors or on the occurrence of certain events, including the merger, 
consolidation, reorganization, dissolution or liquidation of the Company, or the sale of all or substantially all 
of the assets of the Company, unless the obligations under the options are assumed by, or such options are 
replaced by, the successor entity. Options that expire or are cancelled may be used for future options. 


The Board of Directors has the power to amend or modify the Plan, provided that no such amendment 
or modification may be made which adversely affects rights and obligations of options then outstanding 
without the consent of the affected optionee. 


At September 15, 1986, options to purchase 16,000 shares of Common Stock had been granted under 
the Plan at an average exercise price of $5.25. In 1985, the Company granted certain employees rights to 
purchase a total of 39,000 shares of Common Stock at $6.00 per share. The Company intends to exchange 
these rights during 1986 for incentive stock options to purchase Common Stock at fair market value on the 
date of exchange. At that time, the Company intends to pay these employees the excess, if any, between the 
fair market value of the stock and $6.00 per share. No such options or rights were granted to any executive 
officers or directors. 


Certain Transactions 


Since May 17, 1984, Jack Tramiel has made several loans to the Company in an aggregate principal 
amount of $12,304,524, at a 12% per annum interest rate. As of June 30, 1986, all of these loans had been 
repaid. 

In November 1984, the Company entered into a Research and Development Agreement with Jack 
Tramiel purstant to which Mr. Tramiel partially funded development of the ST series computers. Mr. 
Tramiel’s investment was $500,000. On February 28, 1986, the Company exercised its option under the 
Agreement to purchase Mr. Tramiel’s interest in the ST technology for $575,000. 


Under an agreement dated January 22, 1986 with Tandon Corporation for the purchase of disk drives, 
the Company issued $3,780,680 aggregate principal amount promissory notes to Tandon Corporation. The 
notes do not bear interest and are payable monthly, through July 15, 1987. Mr. Tramiel has purchased these 
notes from Tandon Corporation at a 12% discount. As of September 15, 1986, $2,714,360 had been paid to 
Mr. Tramiel under the notes. 
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The law firm of Schreiber & McBride, of which Leonard I. Schreiber, a director of the Company, is a 
partner, provides legal services to the Company. During 1984, 1985 and through September 15, 1986, the 
Company paid to Schreiber & McBride $50,746, $150,198 and $194,942 of fees and disbursements, 
respectively. 

In September 1984, the Company sold certain accounts receivable to WCI for $10,100,000. See 
“Business — The WCI Transaction” and Notes 2, 5 and 9 to the Financial Statements for information 
regarding other Company’s transactions and relationships with WCI. 


PRINCIPAL SHAREHOLDERS 
The following table sets forth, as of September 15, 1986, certain information regarding the ownership 
of the Common Stock of the Company by (i) each person who is known by the Company to own beneficially 
more than 5% of the Common Stock, (ii) each director of the Company, and (iii) all directors and executive 
officers of the Company as a group. 


Percent of 
Beneficial Owned 
Number of Shares Before After 
Name and Address(1) . Beneficially Owned =~ Offering Offering 
Directors and 5% shareholders(2): 
Warner Communications, Inc.(3).........:ss.ssssscssssssesees 7,100,000 29.88% 25.12% 
Jack: Tramniol(4)..snccccsssssesenersabosensesmsoassedbdnessecins covncccaces 12,753,815 53.67 45.13 
Sam: Tramiel ::...cscasmansciseta teases steecnacas 563,067 2.37 1.99 
Samuel W.L.. Chilta ss isccsccocosonssecrasscteastacertnccscaatbecscsvecee? 125,000(5) _ " 
Leonard I. Schreiber(6) ...........:c.ccssescecssssssssssssceceesenses 110,000 * * 
All directors and executive 
Officers as a group (12 persons) ............cececsserererere 15,411,913 64.86% 54.53% 


* Less than 1%. 


(1) The address for all directors and shareholders except WCI is c/o Atari Corporation, 1196 Borregas 
Avenue, Sunnyvale, CA 94088-3427. The address of WCI is 75 Rockefeller Plaza, New York, NY 
10019. 


(2) For information as to those shareholders who are officers or directors of the Company, see “Manage- 
ment — Directors and Executive Officers.” 


(3) The foregoing table reflects shares of Common Stock to be issued to WCI concurrently with consumma- 
tion of this offering. See “Business — The WCI Transaction” and Notes 2, 5 and 9 to the Financial 
Statements. 


(4) By reason of his position with the Company and his beneficial ownership of Common Stock, Mr. 
Tramiel may be deemed to be a “parent” of the Company within the meaning of the Securities Act of 
1933, as amended. The number of shares indicated in the table as beneficially owned by Mr. Tramiel 
excludes an aggregate of 1,886,162 shares held by his sons, Sam, Leonard and Garry Tramiel, and an 
aggregate of 339,346 shares held by 12 other family members, as to which Mr. Tramiel disclaims 
beneficial ownership. 


(5) A portion of these shares may be purchased by the Underwriters in the event the Underwriters’ over- 
allotment option is exercised. See “Contingent Selling Shareholders” and “Underwriting.” 


(6) Does not include 15,000 shares owned by Ellen W. McBride and Laurie L. Fernald, daughters of Mr. 
Schreiber, as to which Mr. Schreiber disclaims beneficial ownership. 


The Contingent Selling Shareholders 


The Contingent Selling Shareholders named below have granted the Underwriters an option, ex- 
ercisable during the 30-day period after the date of this Prospectus, to purchase up to the number of shares 
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of Common Stock indicated after their names, at the same price per share as the Company will receive for 
the 4,500,000 shares being purchased by the Underwriters. The Company has concurrently granted the 
Underwriters an option covering 582,500 shares of Common Stock. The Underwriters may exercise the 
option only to cover over-allotments. See “Underwriting.” 


The following table sets forth, as of the date of this Prospectus, the number of outstanding shares of 
Common Stock owned by the Contingent Selling Sharcholders, the number of such shares subject to the 
Underwriters’ over-allotment option, and the number of shares to be held by the Contingent Selling 
Shareholders assuming the Underwriters’ over-allotment option is exercised to the extent of all of the 
Contingent Shareholders’ shares subject to the option. 


Shares Beneficially Shares Subject Shares Beneficially 
Owned Before to Over-allotment Owned 


——Offering __ _Option __ Option Exercise 
754,047 25,000 729,047 
125,000 12,500 112,500 
125,000 12,500 112,500 
125,000 12,500 112,500 
125,000 12,500 112,500 
125,000 12,500 112,500 

50,000 5,000 45,000 


(1) The persons named in the table have sole voting and investment power with respect to all shares of 
Common Stock shown as being beneficially owned by them. The address of each such person is c/o 
Atari Corporation, 1196 Borregas Avenue, Sunnyvale, California 94088-3427. Except Garry Tramiel, 
who owns 2.67% of the outstanding shares of Common Stock after the offering and will own 2.52% 
assuming the Underwriters’ over-allotment option is exercised in full, the percentage of the outstanding 
shares of Common Stock owned by each such person is less than 1% before and after the offering, 
regardless of whether the over-allotment option is exercised. Messrs. Tramiel, Pratt, Chin, Tokai and 
Brightman are executive officers of the Company. See “Management — Directors and Executive 


Officers.” Messrs. Hartmann and Harris have been Vice Presidents of the Company’s U.S. subsidiary 
since November 1984. 


Shares Eligible for Future Sale 


Upon completion of this offering, the Company will have 28,262,350 shares of Common Stock 
outstanding. Of these shares, the Common Stock sold in this offering will be freely transferable without 
restriction or further registration under the Act, except for any shares purchased by an “affiliate” of the 
Company, as d-fined under the Act, which will be subject to the resale limitations of Rule 144 ad oted 
under the Aci. 


The remaining shares of Common Stock outstanding are “restricted” securities within the meaning of 
Rule 144 (the “Restricted Shares”). The Restricted Shares may not be sold without registration under the 
Act, except pursuant to an applicable exemption or ia reliance upon Rule 144 promulgated under the Act. 
In general, under Rule 144 as currently in effect, a person (or persons whose shares must be aggregated 
under Rule 144) who has beneficially owned Restricted Shares for at least two years, including affiliates of 
the Company, may sell within any three-month period a number of shares that does not exceed the greater 
of 1% of the then outstanding shares of the Company’s Common Stock (approximately 282,624 shares 
immediately after this offering) or the average weekly trading volume of the Company's Common Stock 
during the four calendar weeks preceding the filing of the required notice of such sale. Sales under Rule 144 
also are subject to certain manner-of-sale restrictions, notice requirements and the availability of current 
public information about the Company. However, a person who is not deemed to have been an affiliate of the 
Company at any time during the three months preceding a sale, and who has beneficially owned his or her 
Restricted Shares for at least three years, would be entitled to sell such shares under Rule 144 without 
regard to the restrictions described above. 
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Commencing 90 days after completion of this offering, approximately 489,143 Restricted Shares 
(which includes 92,500 shares covered by the Underwriters’ over-allotment option, which may be sold 
pursuant to Rule 144, if not purchased by the Underwriters) will be available for sale, from time to time, in 
the public securities market subject to the restrictions of Rule 144. The Company, Jack Tramiel, WCI and 
other holders of 25,000 or more shares of Common Stock have agreed that, except as contemplated by this 
Prospectus, they will not offer, sell or grant any options to purchase or otherwise dispose of any shares of 
Common Stock owned by them (whether in the public market or by privately negotiated transactions) for a 
period of 180 days after the date of this Prospectus without the prior written consent of the Representative 
of the Underwriters. Accordingly, commencing 180 days after the completion of this offering, an additional 
21,133,057 Restricted Shares will be eligible for sale from time to time in accordance with the restrictions of 
Rule 144. 


In addition, WCI holds demand registration rights that would permit it to require that Restricted 
Shares it received in the WCI Transaction be registered under the Act for public sale once each year on up 
to five occasions. Pursuant to these rights, for six months commencing 180 days after the consummation of 
this offering, WCI’s right to require that the Company register its Restricted Shares may be restricted in the 
discretion of the managing Underwriter. During the second year following consummation of this offering, 
WCI could require registration of up to 3.55 million Restricted Shares, and after such two year period, WCI 
has the right to require registration of Restricted Shares without limitation. WCI also holds certain 
“piggyback” registration rights that entitle WCI to register its shares concurrently with certain future 
registrations of additional securities for sale by the Company. 


Prior to this offering there has been no public market for the Common Stock of the Company, and no 
prediction can be made as to the effect, if any, that sales in the public market of Restricted Shares or the 
availability of Restricted Shares for sale will have on the market price prevailing from time to time. 
Nevertheless, sales of substantial amounts of Restricted Shares in the public market could adversely affect 
prevailing market prices. 


DESCRIPTION OF CAPITAL STOCK 
Common Stock 


The Company is authorized to issue up to 100,000,000 shares of Common Stock, $.01 par value per 
share, of which 28,262,350 shares will be outstanding at the conclusion of this offering. 


The holders of Common Stock are entitled to one vote for each share held of record on each matter 
submitted to a vote of shareholders. Shareholders are not entitled to cumulate their votes in the election of 
directors of the Company. Meetings of shareholders may be called upon written notice not less than 10 or 
more than 60 days prior to the date of such meeting. Shareholders holding at least a majority of the voting 
power may also act by written consent on any matter, except shareholder election of directors, which may 
only be acted upon at a meeting. Holders of Common Sitock are entitled to receive ratably such dividends, if 
any, as may be declared by the Board of Directors oui: of funds legally available for dividend distribution 
after payment of dividends, if any, required to be paid o1 any Preferred Stock then outstanding. In the event 
of the liquidation, dissolution or winding up of the Company, holders of Common Stock are entitled to share 
equally and ratably in all assets, if any, remaining after payment of all liabilities and liquidation rights, if 
any, of the Preferred Stock then outstanding. The Company has never paid cash dividends on its Common 
Stock and does not anticipate paying any in the foreseeable future. See “Dividend Policy.” Holders of 
Common Stock have no preemptive rights or rights to subscribe to additional securities of the Company. 
The Common Stock is neither redeemable nor convertible into any other securities, and there are no sinking 
fund provisions. The outstanding Common Stock is, and the Common Stock to be outstanding upon 
completion of this offering will be, fully paid and nonassessable. 


As of September 15, 1986, there were 109 holders of record of the Common Stock. 
By reason of his position as an officer and director of the Company and his beneficial ownership of 
Common Stock, Jack Tramiel may be deemed to be a “parent” of the Company within the meaning of the 
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Securities Act of 1933, as amended. Based upon the number of shares to be outstanding after completion of 
the offering and the percentage of such shares to be owned by Mr. Tramiel and his family (53% assuming no 
exercise of the Underwriters’ over-allotment option), Mr. Tramiel and his sons will continue to be able to 
elect a majority of the Board of Directors and to authorize and control most corporate actions. 


Preferred Stock 


The Company is also authorized to issue up to 10,000,000 shares of Preferred Stock, $.01 par value per 
share. The Board of Directors is empowered, without further action by the stockholders, to issue from time 
to time one or more series of Preferred Stock (up to an aggregate of 10,000,000 shares), to fix the dividend 
rights, dividend rate, conversion rights, right and terms of redemption (inciuding sinking fund provisions), 
redemption prices, liquidation preferences, voting rights and other terms of any wholly unissued series of 
Preferred Stock and to determine the designation of and (subject to the aggregate limit of 10,000,000 
shares) the number of shares constituting any such unissued series. The Company has no current plans to 
issue Preferred Stock. 


Transfer Agent and Registrar 
The Registrar and Transfer Company is the transfer agent and registrar of the Common Stock. 


UNDERWRITING 


The Underwriters named below, for whom Paine Webber Incorporated is acting as Representative, have 
severally agreed, subject to the terms and conditions of the Underwriting Agreement, to purchase from the 
Company, and the Company has agreed to sell to the Underwriters, the number of shares of Common Stock 
set forth opposite their respective names below: 


Underwriter 
PaineWebber Incorporated 


The Underwriting Agreement provides that the obligations of the Underwriters to purchase the shares 
of Common Stock are subject to certain conditions. The Underwriters are committed to purchase, and the 
Company is obligated to sell, all the shares of Common Stock offered by this Prospectus if any are 
purchased. 


The Company has been advised by the Representative that the Underwriters propose to offer the shares 
of Common Stock to the public at the initial public offering price set forth on the cover page of this 
Prospectus, and to certain securities dealers at such price less a concession not in excess of $ per 
share. The Underwriters may allow, and such dealers may reallow, concessions of not more than 
$ per share to certain other dealers. After the initial public offering, the public offering price and 
concessions may be changed by the Representative. 


The Underwriters have obtained an option from the Company and the Contingent Selling Share- 
holders, exercisable during the 30-day period after the date of this Prospectus, under which they may 
purchase up to 582,500 additional shares of Common Stock from the Company and 92,500 additional shares 
of Common Stock from the Contingent Selling Shareholders at the same price per share as the Company 
will receive for the 4,500,000 shares being purchased by the Underwriters. See “Principal Shareholders — 
Contingent Selling Shareholders.” 


The Underwriters may exercise the option only to cover over-allotments. In the event the Underwriters 
exercise the option, each Underwriter will be obligated, subject to certain conditions, to purchase the 
number of additional shares of Common Stock as to which the option is exercised proportionate to such 
Underwriter’s initial commitment. The Company and the Contingent Selling Shareholders have agreed with 
the Underwriters that, in the event the option is exercised, the Underwriters will purchase first the shares 
held by the Contingent Selling Shareholders subject to the option, in proportion to the number of shares 
subject to the option. Any additional shares as to which the option is exercised will be purchased from the 
Company. 


The Company and the Contingent Selling Shareholders have agreed to indemnify the Underwriters and 
their controlling persons against certain liabilities under the Act or to contribute to payments the Under- 
writers may be required to make in respect of such liabilities. 


The Representative has informed the Company that it does not expect the Underwriters to confirm 
sales of shares of Common Stock offered by this Prospectus to discretionary accounts. 


31 


The Company and its shareholders holding more than 25,000 shares of Common Stock have agreed not 
to offer or sell any shares of Common Stock for a period of 180 days after the date of this Prospectus 
without the prior written consent of the Representative; provided, however, that beginning 90 days after the 
date of this Prospectus each Contingent Selling Shareholder is entitled to sell, without the Representative’s 
Prior written consent but subject to the restrictions, if applicable, of Rule 144 under the Act, the number of 
such Contingent Selling Shareholder’s shares subject to the over-allotment option which are not purchased 
by the Underwriters upon any exercise of the option. 


Prior to this offering there has been no public market for the Common Stock of the Company. The 
initial public offering price of the shares covered by this Prospectus has been determined by negotiation 
between the Company and the Representative of the Underwriters. Among the factors considered in 
determining the public offering price were the Company’s operating results in recent periods, estimates of its 
business prospects, an assessment of management, the general condition of the securities markets, prevailing 
market and general economic conditions, and recent price-earnings ratios and market prices of securities of 
comparable companies. 


LEGAL MATTERS 


Certain legal matters relating to the shares of Common Stock offered by this Prospectus will be passed 
upon for the Company by Gibson, Dunn & Crutcher, One Almaden Boulevard, Suite 1000, San Jose, 
California 95113 and for the Underwriters by Cravath, Swaine & Moore, One Chase Manhattan Plaza, 
New York, New York 10005. 


EXPERTS 


The consolidated financial statements as of December 31, 1984 and 1985 and June 30, 1986 and for the 
period from May 17, 1984 (inception) to December 31, 1984, the year ended December 31, 1985 and the six 
months ended June 30, 1986 included in this Prospectus and the related supplemental schedules included 
elsewhere in the Registration Statement have been examined by Deloitte Haskins & Sells. independent 
public accountants, as stated in their opinions appearing herein and elsewhere in this Registration State- 
ment, and have been so included in reliance upon such opinions given upon the authority of that firm as 
experts in accounting and auditing. In addition, the historical selected financial data for the periods stated 
above, appearing on page 10, has been derived from amounts in the consolidated financial statements 
examined by Deloitte Haskins & Sells as stated in their opinion appearing in this Prospectus. 


ADDITIONAL INFORMATION 


The Company has filed a Registration Statement with the Securities and Exchange Commission, 
Washington, D.C. in accordance with the provisions of the Securities Act of 1933. This Prospectus does not 
contain all of the information set forth in the Registration Statement, certain portions of which have been 
omitted as permitted by the Rules and Regulations of the Commission. For further information pertaining 
to the Common Stock offered by this Prospectus and to the Company, reference is made to the Registration 
Statement, including the exhibits filed as a part thereof. Statements in this Prospectus concerning the 
provisions of any document are not necessarily complete and, in each instance, reference is made to the copy 
of such document filed as an exhibit to the Registration Statement. Each such statement is qualified in its 
entirety by such reference. The Registration Statement may be obtained from the Securities and Exchange 
Commission upon payment of the prescribed fees and may be examined at the principal office of the 
Commission in Washington, D.C. 
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OPINION OF INDEPENDENT PUBLIC ACCOUNTANTS 


Atari Corpora‘ ‘on: 

We have examined the consolidated balance sheets of Atari Corporation and subsidiaries as of 
December 31, 1984 and 1985 and June 30, 1986 and the related consolidated statements of operations, 
shareholders’ equity and changes in financial position for the period from May 17, 1984 (inception) to 
December 31, 1984, the year ended December 31, 1985 and the six months ended June 30, 1986. Our 
examinations were made in accordance with generally accepted auditing standards and, accordingly, 
included such tests of the accounting records and such other auditing procedures as we considered necessary 
in the circumstances. 


In our opinion, such consolidated financial statements present fairly the financial position of the 
companies at December 31, 1984 and 1985 and June 30, 1986 and the results of their operations and the 
changes in their financial position for the periods stated above, in conformity with generally accepted 
accounting principles applied on a consistent basis. Also, in our opinion, the historical information set forth 
in the selected financia! data for the periods stated above, appearing on page 10, is fairly stated in all 
inaterial respects in relation to the consolidated financial statements from which it has been derived. 


DELOITTE HASKINS & SELLS 


San Jose, California 
September 15, 1986 


ATARI CORPORATION 
CONSOLIDATED BALANCE SHEETS 


ASSETS 
—___December 31, __ June 30, 
1984 1985 1986 
(dollars in thousands) 
CURRENT ASSETS: 
Cash and temporary cash investments (including restricted cash 
held in escrow fund (see Note 2): 1985, $9,986; 1986, 
$ 26,414 $ 29,402 
Warrants to purchase WCI common stock (Note 2) _— _ 
Trade receivables (less allowance: $3,701, $2,704, $2,770) 22,241 19,333 
Inventories (Notes 2 and 3) 77,181 72,169 
682 1,338 
Total current assets 126,518 122,242 
PROPERTY — Net (Notes 2 and 4) 6,803 6,139 
OTHER ASSETS 5,723 5,907 


$185,263 $139,044 $134,288 


LIABILITIES AND SHAREHOLDERS’ EQUITY 

CURRENT LIABILITIES: 
Current maturities of long-term obligations......... eoeess $ 13,330 $ 4,716 
Accounts payable 55,985 48,289 
Income taxes payable — 2,802 
Deferred revenue 619 435 
61,356 44,835 26,268 
Total current liabilities ...............scccccsssessseees 152,693 114,769 82,510 
LONG-TERM OBLIGATIONS (Note 5) 39,469 43,752 60,262 


COMMITMENTS (Note 6) AND CONTINGEN | 
LIABILITIES (Note 12) 


SHAREHOLDERS’ EQUITY (Note 9): 
Preferred stock, $.01 p2z value — authorized 10,000,000 

shares; none outstanding 
Common stock, $.01 par value — authorized, 100,000,000 

shares; outstanding: 1984, 15,035,000 shares; 1985, 

16,341,350 shares; 1986, 16,587,600 shares 163 166 
WCI stock right (Note 2) 27,590 27,500 
Additional paid-in capital 32,596 33,188 
Notes receivable from sale of common stock (1,642) (1,921) 
Accumulated deficit (77,072) (64,672) 


(1,022) (2,745) 


(19,477) (8,484) 
$185,263 $139,044 $134,288 


See notes to consolidated financial statements. 


ATARI CORPORATION 


CONSOLIDATED STATEMENTS OF OPERATIONS 


NET SALES: 


May 17, 1984 Six Moaths 
. (inception) to Year Ended —__Ended June 30, __ 
December 31, 1984 December 31, 1985 1985 1986 


(unaudited) 
(in thousands, except per share data) 


New and redesigned products $ 16,115 $ 47,817 S$ 6,766 $ 89,069 


Purchased products (Note 


COSTS AND EXPENSES: 
Cost of sales: 


2) 94,565 94,170 40,886 16,517 
110,680 141,987 47,652 _ 105,586 


New and redesigned products 49,284 


Purchased products 
Liquidation and transition 


Research and development 


16,029 
casts 


6,216 


Marketing and distribution 11,957 
General and administrative 5,221 


88,707 


OPERATING INCOME (LOSS) (26,336) 16,879 


Other income — net 
Interest income 


Income (loss) before income 
extraordinary credit 
Provision for income taxes 


3,750 2,385 
351 872 


(4,440) (4,934) 


(62,758) (14,314) (26,675) 15,202 
_ = _— 6,735 


taxes and 


Income (loss) before extraordinary credit (62,758) (14,314) (26,675) 8,467 
Extraordinary credit — tax reduction from 


use of net operating loss carryforwards 


NET INCOME (LOSS) 


= = — 3,933 
$(6€2,758) $(14,314) $(26,675) $ 12,400 


EARNINGS (LOSS) PER COMMON 
AND EQUIVALENT SHARE (Note 1): 
Inceme (loss) before extraordinary credit .. $_ (2.78) S$ (.62) $ (1.18) $ .38 


Net income (loss) 


Number of shares used in 
computation 


S$ (2.78) S$ (.62) $ (1.18) $ 56 


22,554 23,033 22,593 23,762 


the 


See notes to consolidated financial statements. 


ATARI CORPORATION 


CONSOLIDATED STATEMENTS OF SHAREHOLDERS’ EQUITY 
For the Period from May 17, 1984 (Inception) Through June 30, 1986 


Notes 
Pte Additional Receivable 
Common Stock Paid-in from Sale of Accumulated Translation 
‘Shares Amount Amount Right Capital Common Common Stock _ Deficit 
(amounts in thousa: in thousands) 
16,142 $161 $32,122 $(1,372) 


$27,500 
Common stock repurchased (1,107) (11) (2,202) 
Payments on notes receivable 
Translation adjustments $ (454) (454) 


$(62,758) (62,758) 


1984 15,035 150 27,500 29,920 (1,257) (62,758) (454) (6,899) 
Common stock sold 1,416 14 2,895 (568) 2,341 
Ccmmon stock repurchased (110) (1) (219) 33 (187) 
Paymeuis on notes receivable 150 150 
Translation adjustments (568) (568) 


(14,314) (14,314) 


163 27,500 32,596 (1,642) (77,072) (1,022) (19,477) 
611 (614) _ 
Common stock repurchased (19) 19 
Payments on notes receivable 316 316 
Translation adjustments (1,723) (1,723) 
Net income i2,400 12,400 


$(1,921) $(64,672) $(2,745) $ (8,484) 


Sce notes to consolidated financial statements. 


ATARI CORPORATION 
CONSOLIDATED STATEMENTS OF CHANGES IN FINANCIAL POSITION 


rad 17, 1984 

inception) to 

December 31, 
1984 


FUNDS PROVIDED FROM: 
Operations: 

Income (loss) before extraordinary credit $(62,758) $(14,314) $(26,675) $ 8,467 

Depreciation and amortization not requiring 
working capital 752 2,516 987 1,076 
Total provided from (used by) operations (62,006) (11,798) (25,688) 9,543 
Extraordinary credit 3,933 
Common stock sold — net 28,813 2,304 316 


27,500 
Long-term obligation 24,565 
Working capita! included in net assets acquired 
from WCI 44,952 
Disposal! of property 
Additions tc long-term obligations 


FUNDS USED FOR: 
Net assets acquired from WCI 
Property purchases 


INCREASE (DECREASE) IN WORKING 
CAPITAL 


INCREASE (DECREASE) IN WORKING 
CAPITAL BY COMPONENT: 
Cash and temporary cash investments 


Prepaid expenses and supplies 
Current maturities of long-term debt 
Accounts payable (86,536) 


(3,013) 
(61,356) 


CAPITAL $ 13,820 $(22,661) 


INCREASE (DECREASE) IN WORKING 


See notes to consolidated financial statements. 


ATARI CORPORATION 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


1. ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES 


Organization — The Company (formerly Tramel Technology, Ltd.) was formed on May 17, 1984 to 
design, manufacture, sell and service personal computers and related software and peripheral products. The 
principal methods of distribution are through computer specialty dealers and mass market retailers. 


Principles of consolidation — The consolidated financial statements include the Company and its 
subsidiaries. All transactions and balances between the companies are eliminated. 


Inventories are stated at the lower of cost or market. Cost of manufactured products is computed 
using standard costs which approximate cost on a first-in, first-out basis. 


Property is stated at cost (see Note 2). Depreciation is computed using the straight-line method based 
on estimated useful lives of the assets of 2 to 27 years. Leases and leasehold improvements are amortized 
over the estimated useful life or lease term, as appropriate. 


Revenue recognition — Sales are recognized upon shipment. 
Research and development expenditures are expensed as incurred. 


Income taxes — Deferred taxes are provided for timing differences between pretax accounting income 
and taxable income and relate primarily to depreciation and amortization and certain accruals. Investment 
tax credits reduce the provision for income taxes when realizable. 


Provisions are made for estimated United States and foreign taxes which may be incurred on 
remittance of undistributed earnings of the Company's subsidiaries. Possible taxes beyond those provided 
would not be material. 


Foreign currency translation — Assets and liabilities of operations outside the United States, except 
for operations that are highly integrated with operations of the Company (principally in Taiwan), are 
translated into United States dollars using current exchange rates, and the effects of foreign currency 
translation adjustments are deferred and included as a component of shareholders’ equity. For operations 
that are highly integrated, foreign currency translation adjustments are included in operations. Exchange 
and translation gains (losses) included in operations for the period ended December 31, 1984, the year ended 
December 31, 1985 and the six months ended June 30, 1986 were $(764,000), $1,884,000 and $1,478,000, 
respectively. 

Earnings (loss) per common and equivalent share — Net income per share is computed based on the 
weighted average number of common and equivalent shares outstanding during the period. Net loss per 
share is computed based on the weighted average number of shares of common stock outstanding and 
excludes common stock equivalents as they would be anti-dilutive. Common stock issuable to WCI upon 
completion of this offering (7,100,000 shares, see Note 2) has been treated as outstanding for all periods in 
calculating net income (loss) per common and equivalent share because such shares will have been issued at 
prices substantially below the proposed public offering price. Interest expense of $922,000, or $.04 per share 
($498,000 net of income taxes, or $.02 per share) related to the 10.5% notes due WCI (see Notes 2 and 5) 
has been added to net income aad income before extraordinary credit, respectively, in calculating earnings 
per share for the six months ended June 30, 1986. 


Unaudited financial statements — Information with respect to the six months ended June 30, 1985 is 
unaudited. In the opinion of management, such information contains all adjustments, consisting only of 
normal recurring accruals, necessary for a fair presentation of the results for such periods. 


2. ACQUISITION AND WCI TRANSACTIONS 


Effective July 2, 1984, Atari Corporation acquired certain assets from and assumed certain liabilities of 
certain associated entities of Warner Communications, Inc.’s (collectiveiy referred to as “WCI”) Atari 
home computer and home video game product lines and received warrants (valued at $4,000,000) to buy 
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ATARI CORPORATION 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued) 


1,000,000 shares of Warner Communications, Inc. common stock at $22 per share through July 1, 1989 (the 
““WCI warrants”). Pursuant to the assets purchase agreement, the Company's securities given in exchange 
for those net assets were subject to adjustment based upon the Company’s and WCI’s subsequent evaluation 
of the nature and extent of the assets acquired and the liabilities assumed by the Company. In August 1986, 
the Company and WCI completed such evaluation and agreed upon the adjusted consideration for the net 
assets acquired. Such consideration consists of a $24.7 million obligation due in June 1994 and a stock right 
(valued at $27.5 million) which is convertible into 3,550,000 shares of common stock (see Note 9). The 
obligation is stated at the principal balance plus accrued interest at 17% from July 2, 1984. This acquisition 
was accounted for as a purchase. 


The fair value assigned to assets acquired and liabilities assumed were as follows (in thousands): 


(143,326) 


(13,552) 
$52,165 


In November 1985, WCI repurchased the WCI warrants for $15 million, of which $13.9 million was 
placed in escrow and restricted to cover certain claims and vending actions against the Company arising 
from the product lines acquired from WCI (see Note 12). The gain of $11,000,000 from sale of the WCI 
warrants is included in other income in 1985. 


As part of the acquisition agreement, WCI agreed to loan to the Company up to $25 million at 10.5% 
to pay down liabilities assumed. At June 30, 1986, the Company had borrowed approximately $24.7 million 
(see Note 5). If a public offering (such as the one contemplated by this Prospectus) is completed before 
August 18, 1987, these notes plus accrued interest will be automatically converted into an additional 
3,550,000 shares of common stock. If such an offering is not completed before August 18, 1987, WCI has 
the option to convert $15 million of such notes plus accrued interest into 3,550,000 shares of common stock. 


In connection with this acquisition, the Company obtained certain products which were not consistent 
with its long-range business strategy. Accordingly, the Company instituted a plan to liquidate the inventory 
and a portion of the manufacturing and distribution facilities acquired; the related product sales and costs 
are Classified as purchased products in the consolidated statements of operations. In addition, certain 
employment and occupancy costs incurred by the Company in the liquidation of the assets acquired have 
been classified as liquidation and transition costs in the consolidated statements of operations. 


In September 1984, the Company sold certain accounts receivable to WCI for $10,100,000. 
3. INVENTORIES 


Inventories consist of the following: 


Raw materials and work-in-process 
Finished goods 
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At June 30, 1986, remaining inventories purchased from WCI (see Note 2) were approximately 
$22,591,000. 


4. PROPERTY 
Property consists of: 


$2,526 

1,825 

Machinery and equipment 4,732 
Furniture and fixtures 538 
69 

9,690 

Accumulated depreciation and amortization (2,887) 


Property — net $12,250 $6,803 


5. LONG-TERM OBLIGATIONS 
Long-term obligations consist of: 


December 31, 
1984 1985 
(im thousands) 
Obligation due WCI in June 1994 (including accrucd 
interest at 17%, see Note 2) : $26,762 $31,504 $34,182 
Notes due WCI in August 1991 (interest at 10.5%, see 
10,367 24,737 


8,698 1,840 
6.513 __ 4,219 
57,082 64,978 
(13,330) _(4,716) 
$43,752 $60,262 


The 17% obligation due WCI in June 1994 is to be paid from the proceeds of the ofiering contemplated 
by this Prospectus. 


The 10.5% notes due WCI will be automatically converted into 3,550,000 shares of common stock upon 
completion of the offering contemplated by this Prospectus. 


As of June 30, 1986, maturities of long-term obligations (excluding the obligation and notes due WCI) 
are: 1986 (six months), $3,613,000; 1987, $1,640,000 and 1988, $806,000. 
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6. COMMITMENTS 


The Company leases various facilities and equipment under noncancellable lease arrangements. The 
major facilities leases are for terms of one to ten years and are accounted for as operating leases. These 
leases generally provide renewal options of five additional years. Minimum future lease payments under all 
noncancellable leases as of December 31, 1985 are as follows: 


Rent expense for all operating leases was $2,428,000, $3,670,000 and $1,242,000 for the period ended 
December 31, 1984, the year ended December 31, 1985 and the six months ended June 30, 1986, 
respectively. 


7. ACCRUED LIABILITIES 
Accrued liabilities’ consist of the following: 


Accrued royalties 
Accrued claims and litigation expense 
Accrued customer allowances 


8. INCOME TAXES 
The provision for income taxes consists of: 


Current foreign 


Charge equal to reduction in income taxes from use of net operating 
loss carryforward 


Income (loss) before income taxes for the period ended December 31, 1984, the year ended December 31, 
1985 and the six months ended June 30, 1986 include income (losses) of $(3,493,000), $( 12,463,000) and 
$6,986,000, respectively, from the Company’s foreign subsidiaries. 
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The effective income tax rate for the six months ended June 30, 1986 was 44%. The effective rate differs 
from the Federal statutory rate of 46% as follows: 


Computed at 46% 
Effect of foreign rates less than statutory rate 
Effect of foreign losses providing no tax benefit 


At June 30, 1986, net operating loss carryforwards of $16,800,000 are available for tax purposes to 
offset future Federal taxable income. For financial reporting purposes, such net operating loss carryforwards 
total $45,900,000. These carryforwards expire beginning in 1999 through the year 2000. 


9. SHAREHOLDERS’ EQUITY 


All shares and per share amounts have been adjusted to reflect a one-for-two reverse stock split in 
September 1986. 


WCI Stock Right 
Significant terms of the WCI stock right are as follows: 


If a public offering (such as the one contemplated by this Prospectus) is completed before August 18, 
1987, the stock right will be automatically converted into 3,550,000 shares of common stock. If such an 
offering is not completed before August 18, 1987, the Company will issue 700,000 shares of convertible 
preferred stock to WCI. Significant terms of this preferred stock would be as follows: 


© The preferred stock would be convertible into an aggregate of 3,550,000 shares of common stock 
(subject to adjustment for events of dilution). 


© The preferred stock would have the same voting rights as the common stock into which it is 
convertible. 


¢ In the event of liquidation or dissolution of the Company, the preferred shareholder would 
receive $100 per share plus any declared but unpaid dividends prior to any distribution to the common 
shareholders. 


© The preferred stock would participate as to dividends and all other distributions as if it were 
converted into 3,550,000 shares of common stock. 


Common Stock 


At June 30, 1986, founders and employees of the Company have purchased 16,587,600 common shares 
under stock purchase agreements at fair market value as determined by the Board of Directors. The 
employees’ shares generally vest 20% at the end of each of the initial five years of employment. At June 30, 
1986, 4,276,000 shares were subject to repurchase. 


In 1986, the Company adopted a stock option plan. The plan provides for the issuance of both incentive 
stock options to employees and non-qualified stock options to employees, directors and consultants. Under 
the plan, options to purchase up to 1,000,000 shares of common stock may be granied at not less than fair 
market value as determined by the Board of Directors, become exercisable as established by the Board 
(generally ratably over 5 years) and expire 10 years from date of grant. 


In 1985 the Company granted certain employees rights to purchase a total of 39,000 shares of common 
stock at $6.00 per share. The Company intends to exchange these rights during 1986 for incentive stock options 
to purchase common stock at fair market value on the date of exchange. At that time, the Company intends to 
pay these employees the excess, if any, between the fair market value of the stock and $6.00 per share. At 
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June 30, 1986, options te purchase 12,000 shares at $5.00 per share had been granted and were exercisable and 
options for 949,000 shares were available for future grant. 


At June 30, 1986, the Company had reserved shares of common stock for issuance as follows: 


Conversion of WCI stock right 
Conversion of 10.5% notes due WCI 
Stock plans 


10. SEGMENT INFORMATION 


The Company operates in one industry segment — the design, maaufacture, sale and servicing of 
consumer electronic products. 


The Company’s foreign operations consist of manufacturing facilities in the Far East and distribution 
facilities in Europe and Canada. Transfers between geographic areas are accounted for at amounts generally 
above cost. Corporate assets are cash and temporary cash investments. The following table presents a 
summary of operations by geographic region. 

May 17, 1984 Six Moaths 
(inception) to Year Eaded Ended 
December 31, 1984 December 31, 1985 June 30, 1986 
_ <= °° ——o 
Revenues from unaffiliated customers: 
North America: 


$ 63,012 $ 56,599 $ 43,278 
689 33,745 20,297 
45,119 47,213 41,934 


1,860 4,430 77 
$110,680 $141,987 $105,586 
—— ad =——_ _— 


Transfers from geographic areas (eliminated in 
consolidation): 
North America $ 10,928 $ 53,281 $ 27,969 
: 27,206 32,694 2,389 
132,078 143,332 57,016 
$170,212 $229,307 $ 87,374 
——~ << =——— 
Operating income (loss): 
North America $ (45,996) $ (10,967) $ 7,920 
(16,071) (9,511) 9,864 
612 (5,341) (905) 
$ (61,455) $ (25,819) $ 16,879 
Identifiable assets at period end: 


North America $ 90,454 $ 63,483 $ 59,529 
47,264 27,623 22,372 

22,793 21,524 22,985 

24,752 26,414 29,402 

$185,263 $139,044 $134,288 
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11. RELATED PARTY TRANSACTIONS 


In 1985, the Company entered into an agreement with its principal shareholder which provided the 
Company with additional working capital. The maximum amounts outstanding under this arrangement for 
the year ended December 31, 1985, and the six months ended June 30, 1986 were $10,152,000 and 
$8,623,000, respectively. Interest was charged at 12%. All amounts were repaid as of June 30, 1986. 


In November 1984, the Company and its principal shareholder entered into a research and development 
agreement whereby the Company received $500,000 to develop the ST line of computers. In February 1986, 
the Company exercised its option under the agreement and acquired the principal shareholder’s interest for 
$575,000. . 


In 1986 the Company issued promissory notes to a supplier for $3,780,680. The notes are due within 
one year and do not bear interest. The Company’s principal shareholder purchased these notes from the 
supplier at a 12% discount. At June 30, 1986 $1,840,000 of these notes were outstanding and classified as 
notes due principal shareholder. 


12. CONTINGENT LIABILITIES 


There are various claims and pending actions against the Company with respect to alleged damages in 
connection with vendor and supplier claims and other matters arising out of the Company’s acquisition of 
certain assets and assumption of certain liabilities of WCI’s Atari home computer and home video game 
product lines. The Company established a $13.9 million escrow fund to satisfy certain of these actions. The 
amounts of liability on all remaining claims and actions at June 30, 1986 were not determinable but 
management believes, after consultation with counsel, the ultimate liability resulting therefrom will not 
materially affect the consolidated financial position of the Company. 
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No person is authorized in connection with any 
offering made by this Prospectus to give any infor- 
mation or to make any representation other than as 
contained in this Prospectus, and, if given or made, 
such information or representations must not be 
relied upon as having been authorized by the Com- 
pany or the Underwriters. This Prospectus is not an 
offer to sell, or a solicitation of an offer to buy, by 
any persor. in any jurisdiction in which it is unlaw- 
ful for such person to make such an offer or 
solicitation. Neither the delivery of this Prospectus 
nor any sale made hereunder shall under any cir- 
cumstances Create any implication that the informa- 
tion contained herein is correct as of any time 
subsequent to the date of this Prospectus. 
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date of this Prospectus), all dealers effecting 
transactions in the Common Stock, whether or 
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required to deliver a Prospectus. This delivery 
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dealers to deliver a Prospectus when acting as 
underwriters and with respect to their unsold 
allotments or subscriptions. 
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PART II 
INFORMATION NOT REQUIRED IN PROSPECTUS 
Item 13. Other Expenses of Issuance and Distribution 


Set forth below is a table of all the estimated expenses incurred in connection with the issuance and 
distribution of the securities described in this Registration Statement: 

Securities and Exchange Commission registration fee $13,973 

NASD filing fee 5,100 

Printing and engraving expenses ™ 

Blue Sky fees and expenses 

Legal fees and expenses 

Accounting fees and expenses 

Transfer agent and registrar fees 

American Stock Exchange listing fee 

Miscellaneous expenses 


* To be completea by amendment. 


Item 14. Indemnification of Directors and Officers 


Without limiting the indemnification rights provided by any bylaw, agreement, vote of shareholders or 
disinterested directors or otherwise, Section 78.751 of the Nevada Revised Statutes grants Registrant che 
power to indemnify its directors, officers, employees and agents under certain circumstances. Pursuant to 
that code section, Registrant is required to indemnify a director, officer, employee or agent of Registrant 
who has successfully defended an action by or in the right of Registrant, or against such person in his or her 
capacity as a director, officer, employee or agent of Registrant, against expenses actually and reasonably 
incurred in connection with such defense. Registrant's Articles of Incorporation also provide for such 
indemnification, including the power to purchase and maintain insurance on behalf of any person who is or 
was a director, officer, employee or agent of Registrant against liability asserted against or incurred by such 
person in any such capacity, whether or not Registrant would have the power to indemnify such person 
against such liability under the foregoing code section. 


Reference is made to Section 7 of the Underwriting Agreement, a copy of which is filed as Exhibit 1.1 
hereto, for information concerning indemnification among Registrant and the Underwriters. 


Item 15. Recent Sales of Unregistered Securities 


The number of shares and all share data in this Item 15 have been adjusted to reflect a one-for-two 
reverse stock split effected September 12, 1986. 


(1) The Company has granted options to employees to purchase the following shares of Common Stock 
pursuant to the 1986 Stock Option Plan: 


Date of Nember of 
Grant Grentees 


2/01/86 5 
8/15/86 2 
No consideration was received by the Company upon the grant of the options. None of the options has 
been exercised. 


(2) In July, August and September 1984, the Company issued an aggregate of 15,000,000 shares to 
Jack, Sam, Garry and Leonard Tramiel for cash aggregating $30,000,000 ($2 per share). During 1984 and 
through July 1985 the Company repurchased 1,156,500 shares from Jack Tramiel in connection with sales 
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of shares to certain employees. In July 1985 the Company sold 1,156,500 shares to Mr. Tramiel for 
$2,313,000 ($2.00 per share). 7 


(3) The Company has issued the following shares of Common Stock to its employees and to a 

consultant to the Company pursuant to stock purchase agreements: 
Date of Nember of Name or Class 

Sale Shares Sold of Purchaser Consideration Received 

10-26-84 836,500 24 employees $1,673,000 in cash and promissory notes 
($2 per share) 

11-9-84 145,000 2 employees and | $290,000 in cash and promissory notes 
to 11-30-84 consultant ($2 per share) 
10-18-85 179,850 11 employees $433,750 in cash and promissory notes 
to 12-6-85 ($2.41 average price per share) 
1-1-86 22,500 2 employees $53,300 in cash and promissory notes 
to 2-1-86 ($2.37 average price per share) 
5-15-86 106,250 9 employees $263,500 in cash and promissory notes 
to 6-30-86 ($2.48 average price per share) 
8-14-86 31,000 5 employees $186,000 in cash and promissory notes 
to 9-8-86 ($6 per share) 

(4) On various dates through August 1986, the Company sold an aggregate of 408,750 shares to 22 
employees who were foreign nationals resident outside of the United States, for an aggregate consideration 
of $921,750 in cash and promissory notes ($2.58 average price per share). 


(5) The Company has agreed to exchange $7.1 million shares with affiliated entities of Warner 
Communications, Inc. as partial consideration for certain rights and securities issued to such entities for net 
assets transferred to the Company in July 1984, and in satisfaction of $24.7 million of working capital loans 
to the Company from such entities since the 1984 asset acquisition, and accrued interest, as described under 
“Business — The WCI Transaction.” 


The promissory notes given in consideration for the foregoing issuances of shares bear interest at 10% 
to 12% per annum, not to exceed the maximum rate allowed by law, and are due and payable on demand. 


No underwriters were employed in connection with the foregoing sales of securities. Except for shares 
issued to foreign resident employees, such sales were made in reliance on the exemption from the 
registration provisions of the Securities Act of 1933 provided by section 4(2) thereof, relating to sales by an 
issuer not invelving any public offering. Sales made to foreign resident employees were not subject to the 
Securities Act of 1933. 


Item 16. Exhibits and Financial Statement Schedules 
(a) Exhibits: 


1 Proposed form of Underwriting Agreement 

2.1 Memorandum of Agreement among Registrant, Jack Tramiel, Atari Holdings, Inc., 
Productions et Editions Cinematographiques Francais S.A.R.L., Atari International 
(UK) Inc., Warner Communications Inc. and certain subsidiaries of Atari Holdings, 
Inc., dated August 29, 1986 
Assets Purchase Agreement with Atari, Inc. and certain subsidiaries and affiliates of 
Atari, Inc., dated July 1, 1984 
Agreement with Atari, Inc. and Jack Tramiel, dated July 1, 1984 
Intellectual Property Rights Heads of Agreement with Atari, Inc., dated July 1, 1984 
Escrow Agreement with Atari, Inc. Schreiber and McBride, dated November 14, 
1985, with amendments 
Letter Agreement with Atari Holdings, Inc. and Warner Communications, Inc., 
dated November 14, 1985, regarding purchase of warrants 
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3.1 Articles of Incorporation of Registrant, as filed May 17, 1984 
3.2 Certificate of Amendment of Articles of Incorporation, as filed July 11, 1984 
3.3 Certificate of Amendment of Articles of Incorporation, as filed September 12, 1986 
3.4 Bylaws of Registrant 
5 * Opinion of Gibson, Dunn & Crutcher 
10.1 OEM Software License Agreement with Digital Research (California) Inc., dated 
August 22, 1984 
10.2 Research and Development Agreement with Jack Tramiel, dated November 1, 1984 
10.3 1986 Stock Option Plan 
10.4 Form of Incentive Stock Option Agreement 
10.5* Form of Nonqualified Stock Option Agreement 
10.6 Settlement Agreement and Mutual Release with Tandon Corporation, dated 
September 12, 1985 
10.7 Lease Agreement for 1196 Borregas Avenue, Sunnyvale, California, dated July 1980, 
with Assignment to Registrant 
10.8 Industrial Lease Agreement for Warehouse at 360 Carribean Drive, Sunnyvale, 
California, dated May 10, 1976 
10.9 Industrial Lease Agreement for Warehouse at 390 Carribean Drive, Sunnyvale, 
California, dated December 17, 1986 
22 Subsidiaries of Registrant 
24.1 Consent of Gibson, Dunn & Crutcher (included in Exhibit 5 to this Registration 
Statement) 
24.2 Consent of Deloitte Haskins & Sells (included as page II-6 to this Registration 
Statement) 
25 Power of Attorney (included in signature page to this Registration Statement) 


(b) Financia! Statement Schedules: 
Schedule IV — Indebtedness to Related Parties — Not Current 
Schedule VIII — Valuation and Qualifying Accounts 
Schedule X | — Supplementary Income Statement Information 


All other financial statement schedules are omitted either because of the absence of the conditions 
required or because the information called for is shown in the consolidated financial statements and notes 
thereto. 


* To be filed by amendment. 


Item 17. Undertakings 


The undersigned Registrant hereby undertakes to provide to the Underwriters at the closing specified in 
the Underwriting Agreement certificates in such denominations and registered in such names as required by 
the Underwriters to permit prompt delivery to each purchaser. 


Insofar as indemnification for liabilities arising under the Securities Act of 1933 may be permitted to 
directors, officers and controlling persons of the Registrant pursuant to the provisions described in Item 14, 
or otherwise, the Registrant has been advised that in the opinion of the Securities and Exchange Commis- 
sion such indemnification is against pulic policy as expressed in the Act and is, therefore, unenforceable. In 
the event that a claim for indemnification against such liabilities (other than the payment by the Registrant 
of expenses incurred or paid by a director, officer or controlling person of the Registrant in the successful 
defense of any action, suit or proceeding) is asserted by such director, officer or controlling person in 
connection with the securities being registered, the Registrant will, unless in the opinion of its counsel the 
matter has been settled by controlling precedent, submit to a court of appropriate jurisdiction the question 
whether such indemnification by it is against public policy as expressed in the Act and will be governed by 
the final adjudication of such issue. 


SIGNATURES 


Pursuant to the requirements of the Securities Act of 1933, the Registrant has duly caused this 
Registration Statement to be signed on its behalf by the undersigned, thereunto duly authorized, in the City 
of Sunnyvale, State of California nS ype, 1986. 
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POWER OF ATTORNEY 


Each person whose signature appears below constitutes and appoints Sam Tramiel, Leonard I. 
Schreiber and Gregory A. Pratt, jointly and severally, his attorneys-in-fact, each with the power of 
substitution, fer him in any and all capacities, to sign any amendments (including post-effective amend- 
ments) to this Registration Statement, and to file the same, with exhibits thereto and other documents in 
connection therewith, with the Securities and Exchange Commission, hereby ratifying and confirming that 
each of said attorneys-in-fact, or his substitute or substitutes, may do or cause to be done by virtue hereof. 


Pursuant to the requirements of the Securities Act of 1933, this Registration Statement has been signed 
below by the following persons in the capacities and on the dates indicated: 


Title Date 


Chairman of the Board, Chief Sept. 16, 1986 
Executive Officer and Director 


President, Chief Operating Officl®Pt> 1© 1996 
and Director 


Vice President—Finance (Chief Sept. 16, 1986 


Financial Officer and Chief 
Accounting Officer) 


Sept. 16 , 1986 


onard I. Schreiber Director 


Vice President— Manufacturing Sept. 16, 1986 
Samuel W. L. Chin and Director 


CONSENT OF INDEPENDENT PUBLIC ACCOUNTANTS 


Atari Corporation: 

We hereby consent to the use in this Registration Statement on Form S-1 of our opinion dated 
September 15, 1986, appearing in the Prospectus which is part of this Registration Statement, and to the 
reference to us under the headings “Selected Financial Data” and “Experts” in such Prospectus. 


We also consent tc our opinion referred to above being considered as comprehending our opinion that the 
supplemental schedules of Atari Corporation for the period from May 17, 1984 (inception) to December 31, 
1984 and the year ended December 31, 1985, listed in Item 16(b) of this Registration Statement, when 
considered in rslation to the basic consolidated financial statements, present fairly in ali material respects 
the information shown therein. 


Lihat taskine ¢ tbr 


DELOITTE HASKINS & SELLS 


San Jose, California 
September 17, 1986 
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INDEBTEDNESS TO RELATED PARTIES - NOT CURRENT 


Balapce at Balance at 
of End of 
Name of Persona Additions Deductions Period 


(im thousands) 
Period Ended 
December 31, 1984: 
Warner Communications, Inc.: 
Obligation due in June 1994 (including 
accrued interest at 17%) $24,665(1) $ 2,097(2) $ — $26,762 


Year Ended 
December 31, 1985: 
Warner Communications, Inc.: 
Obligation due in June 1994 (including 
accrued interest at 17%) $26,762 $ 4,742(2) 
Notes due in August 1991 (interest at 
10,367(3) 


(1) Represents obligation issued for net assets acquired from WCI at July 2, 1984. 


(2) Represents accrued interest. 
(3) Represents advances made by WCI to satisfy certain liabilities assumed in the WCI transaction. 


ATARI CORPORATION 
VALUATION AND QUALIFYING ACCOUNTS 


ae a tye a = 
Description osperied _Expenses_ Deductions Period 


Period Ended 
December 31, 1984: 
Ailowance for doubtful accounts $ 3,521(1) $ 919 $ 739 $ 3,701 
Accrued customer allowances $39,513(1) $11,530 $31,071 $19,972 


Year Ended 
December 31, 1985: 
Allowance for doubtful accounts $ 1,987 $ 2,984 
Accrued customer allowances $19,972 $ 4,774 $17,249 


(1) Represents balance at date of acquisition. 


Advertising 
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Charged to Costs and Expenses 


~ 


from 
May 17, 1984 
(imeeptioa) to Year Ended 
December 31, 1984 December 31, 1985 
(im thousands) 
$3,627 $3,358 
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4,500,000 Shares* 


Atari Corporation 


Common Stock 
UNDERWRITING AGREEMENT 


, 1986 
New York, New York 


PAINEWEBBER INCORPORATED 
As Representative of the Underwriters 
1285 Avenue of the Americas 
New York, New York 10019 


Dear Sirs: 


Atari Corporation (the “Company”) proposes to issue and sell to you and the other underwriters named 
in Schedule | (the “Underwriters”), for whom you are acting as representative (the “Representative’”’), 
4,500,000 authorized but unissued shares (the “Firm Shares”) of its common stock, $.01 par value (the 
“Common Stock”). In addition, the Company and the shareholders of the Company named in Schedule 2 
(the “Contingent Selling Shareholders”) propose to grant to the Underwriters an option to purchase an 
aggregate of up to an additional 675,000 shares (the “Option Shares”) of such Common Stock. All or part, 
as the context may require, of the Firm Shares and the Option Shares are called the “Shares.” 


1. Sale and Purchase. 


(a) The Company will issue and sell to each Underwriter, and each Underwriter will purchase 
from the Company, the number of Firm Shares opposite such Underwriter’s name in Schedule 1, at the 
purchase price of $ per share. 


(b) The Company and the Contingent Selling Shareholders grant to the Underwriters an option to 
purchase all or any part of the Option Shares for the same consideration per share as for the Firm 
Shares. The maximum number of Option Shares to be sold by each Contingent Selling Shareholder is 
set forth in Schedule 2, and the maximum number of Option Shares to be sold by the Company is the 
balance of the Option Shares. If fewer than all the Option Shares are purchased, they will be purchased 
first from the Contingent Selling Shareholders, pro rata in accordance with the maximum number of 
Option Shares set forth on Schedule 2 opposite the name of each Contingent Selling Shareholder, then 
from the Company. The number of Option Shares to be purchased by each Underwriter will be the 
same percentage (adjusted by the Representative to eliminate fractions) of the number of Option 
Shares being sold as such Underwriter is obligated to purchase of the Firm Shares. Such option may be 
exercised only to cover over-allotments in the sales of the Firm Shares by the Underwriters and may be 
exercised in whole or in part, at any time within 30 days after the Effective Date (as defined below), by 
notice from the Representative to the Company no later than 12:00 noon, New York City time, at least 
two business days before the Option Shares Closing Date (as defined below) setting forth the number of 
Option Shares to be purchased and the time and date of such purchase. 


(c) The obligations of the Company and the Contingent Selling Shareholders under this Section 
are several and not joint. The obligations of the Underwriters under this Agreement are several and not 
joint and are undertaken on the basis of the representations and are subject to the conditions in this 
Agreement. 


* Plus an option to purchase up to 675,000 additional shares to cover over-allotments. 


2. Payment and Delivery. Delivery by the Company of the Firm Shares to the Representative for the 
accounts of the Underwriters, and payment of the purchase price by certified or official bank check or checks 
payable in New York Clearing House (next-day) funds to the Company for the Firm Shares, will take place 
at the offices of Cravath, Swaine & Moore, One Chase Manhattan Plaza, New York, New York, at 10:00 
a.m., New York City time, on the fifth business day following the Effective Date, or at such time on such 
other date, not later than 12 business days after the Effective Date, as may be agreed on by the Company 
and the Representative (the “Firm Shares Closing Date’). 


To the extent the option with respect to the Option Shares is exercised, delivery of the Option Shares 
and payment by the Underwriters (in the manner specified above) will take place at the offices specified 
above for the Firm Shares Closing Date at the time and date (which may be the Firm Shares Closing Date) 
specified in the notice referred to in Section 1(b). The date (the “Option Shares Closing Date’) may not be 
later than five business days following the exercise of the option. The Firm Shares Closing Date and the 
Option Shares Closing Date are called the “Closing Dates.” 


Certificates evidencing the Shares will be in definitive form, registered in such names and be in such 
denominations as the Representative requests at least three full business days before the Firm Shares 
Closing Date or, in the case of Option Shares, on the day of notice of exercise of the option as described in 
Section |(b) and will be made available to the Representative for checking and packaging, at a place in New 
York City designated by the Representative, at least one full business day before the relevant Closing Date. 


3. Registration Statement and Prospectus; Public Offering. The Company has filed with the Securi- 
ties and Exchange Commission (the “Commission”’), pursuant to the Securities Act of 1933 (the “Securities 
Act’) and the published rules and regulations adopted by the Commission under it (the “Rules’”), a 
registration statement, including a preliminary prospectus, relating to the Shares, and such amendments to 
such registration statement as may have been required to the date of this Agreement. The term “preliminary 
prospectus” means any preliminary prospectus (as referred to in Rule 430 of the Rules) included at any time 
as a part of the registration statement. A further amendment (the “Final Amendment”) to such registration 
statement, including a form of final prospectus, necessary to permit such registration stateinent to become 
effective has been prepared by the Company and submitted to the Representative and will promptly be filed 
by the Company with the Commission. The registration statement as amended at the time it becomes 
effective (the “Effective Date’’), including financial statements and all exhibits, is called the “Registration 
Statement.” The term “Prospectus” means the prospectus as first filed with the Commission pursuant to 
Rule 424(b) of the Rules. 


The Company and the Contingent Selling Shareholders understand that the Underwriters propose to 
make a public offering of the Shares, as described in the Prospectus, as soon after the Effective Date as the 
Representative deems advisable. The Company and the Contingent Selling Shareholders confirm that the 
Underwriters and dealers have been authorized to distribute each preliminary prospectus and are authorized 
to distribute the Prospectus and any amendments or supplements to it. 


4. Representations of the Company; Representations and Agreements of Contingent Selling 
Shareholders. 


(a) The Company represents to each Underwriter as follows: 


(1) On the Effective Date and the date the Prospectus is first filed with the Commission 
pursuant to Rule 424(b), when any post-effective amendment to the Registration Statement 
becomes effective or any amendment or supplement to the Prospectus is filed with the Commission 
and at each Closing Date, the Registration Statement, the Prospectus, and any such amendment or 
supplement will comply in all material respects with the requirements of the Securities Act and the 
Rules, and no part cf the Registration Statement, the Prospectus or any such amendment or 
supplement will include any untrue statement of a material fact or omit to state a material fact 
required to be stated in it or necessary to make the statements in it not misleading; except that this 
representation does not apply to statements or omissions made in reliance on and in conformity 
with information relating to any Underwriter furnished in writing to the Company by the 
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Representative on behalf of such Underwriter expressly for use in the Registration Statement, 
Prospectus, amendment or supplement. 


(2) The Option Shares being sold by the Contingent Selling Shareholders are duly and validly 
authorized, issued and outstanding, fully paid and nonassessable shares of Common Stock of the 
Company with no persona. ‘iability attached to their ownership. The holders of outstanding shares 
of capital stock of the Company are not entitled to any preemptive rights to subscribe for the 
Shares. All holders of securities of the Company having rights to the registration of shares of 
Common Stock, or other securities, because of the filing of the Registration Statement by the 
Company have waived such rights or such rights have expired by reason of lapse of time following 
notification of the Company’s intent to file the Registration Statement. 


(b) Each Contingent Selling Shareholder represents to and agrees with each Underwriter as 
follows: 


(1) The Contingent Selling Shareholder is familiar with the statements with respect to such 
Contingent Seiling Shareholder under the caption “Principal Shareholders” in the preliminary 
prospectus and the Prospectus. Such statements do not contain an untrue statement of a material 
fact or omit to state a material fact necessary to make such statements not misleading. The sale of 
the Shares by the Contingent Selling Shareholder pursuant to this Agreement is not prompted by 
any information concerning the Company that is not set forth in the Prospectus. The Contingent 
Selling Shareholder has no reason to believe that the representations of the Company in this 
Section are not accurate and is familiar with the Registration Statement and has no knowledge of 
any material fact, condition or information not disclosed in the Prospectus that has adversely 
affected or may be reasonably be expected adversely to affect the business of the Company. 


(2) The Contingent Selling Shareholder has duly authorized, signed and delivered this 
Agreement. The Contingent Selling Shareholder now has and on each Closing Date the Contin- 
gent Selling Shareholder will have valid title to the Shares then being sold by the Contingent 
Selling Shareholder to each Underwriter. On delivery of and payment for such Shares as 
contemplated by this Agreement, each Underwriter will receive valid and marketable title to the 
Shares purchased by it from the Contingent Selling Shareholder, free and clear of any liens, 
claims, encumbrances, security interests and preemptive rights, and neither the Underwriters nor 
any subsequent holder of the Shares will be subject to any other claim of any third party avising by 
reason of any action by the Contingent Selling Shareholder. 


(3) The Contingent Selling Shareholder has not taken and will not take, directly or indirectly, 
any action designed to or that has constituted or might reasonably be expected to cause or result 
in, under the Securities Exchange Act of 1934 (the “Exchange Act’’) or otherwise, stabilization or 
manipulation of the price of the Shares in order to facilitate the sale or resale of the Shares during 
the 90-day period after the Effective Date. 


(4) Without the prior written consent of the Representative, neither the Contingent Selling 
Shareholder nor any affiliate of the Contingent Selling Shareholder will offer or sell or announce 
the sale of any equity securities of the Company within 180 days after the Effective Date, except 
for any shares disposed of by gift to persons who agree to be bound by this paragraph and except 
that any Contingent Selling Shareholder may, beginning 90 days after the Effective Date, sell 
pursuant to Rule 144 under the Securities Act, if available, any Shares subject to the option 
provided for in Section 1(b) which are not purchased by the Underwriters pursuant to such option. 
For this purpose, the Contingent Selling Shareholder will not be considered an affiliate of any 
other Contingent Selling Shareholder. 


(5) The Contingent Selling Shareholder has signed and delivered, in the form furnished to 
you, a Power of Attorney and Custody Agreement with the custodian (the “Custodian”) and the 
attorney-in-fact (the “‘Attorney-in-Fact”) identified in Schedule 3. The Attorney-in-Fact is 
authorized to sign and deliver this Agreement on behalf of the Contingent Selling Shareholder, to 
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deliver the Shares to be sold by the Contingent Selling Shareholder, to accept payment for the 
Shares, and otherwise to act on behalf of the Contingent Selling Shareholder in connection with 
this Agreement. Certificates in negotiable form for all Shares to be sold have been placed in 
custody with the Custodian for the purpose of effecting delivery. 


(6) The Contingent Selling Shareholder will pay all applicable transfer taxes, if any, involved 
in the transfer to the Underwriters of the Shares to be purchased by them from such Contingent 
Selling Shareholder. 


5. Agreements of the Company. 


(a) The Company will promptly file the Final Amendment with the Commission but will not file 
any other amendment or supplement to the Registration Statement or Prospectus unless a copy has first 
been submitted to the Representative a reasonable time before its filing and the Representative has not 
reasonably objected to it within a reasonable time after receiving the copy. 


(b) The Company will use its best efforts to cause the Registration Statement to become effective 
and, as soon as the Company is advised, will advise the Representative (1) when the Registration 
Statement or any amendment to it has become effective, (2) of the initiation or threatening of any 
proceedings for, or receipt by the Company of any notice with respect to, the suspension of the 
qualification of the Shares for sale in any jurisdiction or the issuance of any order by the Commission 
suspending the effectiveness of the Registration Statement and (3) of receipt by the Company or any 
representative or attorney of the Company of any other communication from the Commission relating 
to the Company, the Registration Statement, any preliminary prospectus or the Prospectus or to the 
transactions contemplated by this Agreement. The Company will make every reasonable effort to 
prevent the issuance of an order suspending the effectiveness of the Registration Statement and, if any 
such order is issued, to obtain its lifting as soon as possible. 


(c) The Company will deliver to the Representative, without charge, two signed copies of the 
Registration Statement and of any amendments to it (including all exhibits filed with any such 
document) and as many conformed copies of the Registration Statement and of any amendments to it 
(excluding exhibits) as the Representative may reasonably request. 


(d) During such period as a prospectus is required by law to be delivered by an Underwriter or a 
dealer, the Company will deliver, without charge, to the Representative and to Underwriters and 
dealers, at such office or offices as the Representative may designate, as many copies of the Prospectus 
as the Representative may reasonably request, and, if any event occurs during such period as a result of 
which it is necessary to amend or supplement the Prospectus in order to make the statements in it, in 
the light of the circumstances existing when the Prospectus is delivered to a purchaser, not misleading 
in any material respect, or if during such period it is necessary to amend or supplement the Prospectus 
to comply with the Securities Act or Rules, the Company will promptly prepare, submit to the 
Representative, file with the Commission and deliver, without charge, to the Underwriters and to 
dealers (whose names and addresses the Representative will furnish to the Company) to whom Shares 
may have been sold by the Underwriters, and to other dealers on request, amendments or supplements 
to the Prospectus so that the statements in the Prospectus, as so amended or supplemented, will not, in 
the light of the circumstances existing when the Prospectus is delivered to a purchaser, be misleading in 
any material respect and will comply with the Securities Act and the Rules. Delivery by Underwriters 
of any such amendments or supplements to the Prospectus will not constitute a waiver of any of the 
conditions in Section 6. 


(e) The Company will make generally available to the Company's security holders, as soon as 
practicable but in no event later than the last day of the 15th full calendar month following the 
calendar quarter in which the Effective Date falls, an earnings statement satisfying the provisions of 
Section 11(a) of the Securities Act and Rule 158 of the Rules. 
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(f) The Company will take such actions as the Representative reasonably designates in order to 
qualify the Shares for offer and sale uncer the securities or “blue sky” laws of such jurisdictions as the 
Representative reasonably designates. 


(g) The Company will pay, or reimburse if paid by the Representative, whether or not the 
transactions contemplated by this Agreement are consummated or this Agreement is terminated, all 
costs and expenses incident to the performance of the obligations of the Company under this Agree- 
ment, including costs and expenses of or relating to (1) the preparation, printing and filing of the 
Registration Statement and exhibits to it, each preliminary prospectus, the Prospectus, all amendments 
and supplements to the Registration Statement and the Prospectus, and the printing or other reproduc- 
tion of this Agreement, (2) the issuance of the Shares and the preparation and delivery of certificates 
for the Shares, (3) the registration or qualification of the Shares for offer and sale under the securities 
or “blue sky” laws of the jurisdictions referred to in the foregoing paragraph, including the fees and 
disbursements of counsel for the Underwriters in that connection, and the preparation and printing of 
preliminary and supplemental “blue sky” memoranda, (4) the furnishing (including costs of shipping 
and mailing) to the Underwriters and to dealers of copies of each preliminary prospectus, the 
Prospectus, and all amendments or supplements to the Prospectus, and of the other documents required 
by this Section to be so furnished, (5) the filing requirements of the National Association of Securities 
Dealers, Inc., in connection with its review of the financing, (6) all transfer taxes, if any, with respect to 
the sale and delivery of the Shares to the Underwriters, (7) the fee for any listing of the Shares on the 
American Stock Exchange and (8) the transfer agent for the Shares. The Company and the Contingent 
Selling Shareholders may make separate arrangements for the payment of certain of these expenses, 
but neither such arrangements nor any other provision of this Agreement will relieve the Company 
from its obligation to the Representative to pay such expenses if any Contingent Selling Shareholder 
fails to do so. 


(h) Without the prior written consent of the Representative, the Company will not offer, sell or 
register with the Commission, or announce an offering of, any equity securities of the Company, within 


180 days after the Effective Date, except for the Shares, Common Stock sold pursuant to a pian for 
employees or shareholders in effect on the date of this Agreement and Common Stock issuable on 
conversion of securities or exercise of warrants or options outstanding on the date of this Agreement. 


(i) The Company will use its best efforts to list the Shares on the American Stock Exchange and 
comply with the rules and regulations of such exchange. 


(j) The Company will furnish the Representative copies of all reports on Form SR required by 
Rule 463 under the Securities Act. 


6. Conditions of the Underwriters’ Obligations. The obligations of the Underwriters to purchase the 
Shares are subject to the accuracy, on the date of this Agreement and on each Closing Date, of the 
representations of the Company and the Contingent Selling Shareholders in this Agreement, to the accuracy 
and completeness of all statements made by the Company or any of its officers or the Contingent Selling 
Shareholders in any certificate delivered to the Representative or its counsel! pursuant to this Agreement, to 
performance by the Company and the Contingent Selling Shareholders of their obligations under this 
Agreement and to each of the following additional conditions: 


(a) The Registration Statement must become effective by 5:30 p.m., New York City time, on the 
date of this Agreement or such later date and time as shall be consented to in writing by the 
Representative. 


(b) No order suspending the effectiveness of the Registration Statement may be in effect and no 
proceedings for such purpose may be pending before or threatened by the Commission, and any 
requests for additional information on the part of the Commission (to be included in the Registration 
Statement or Prospectus or otherwise) must be complied with to the reasonable satisfaction of the 
Representative. 


(c) Since the dates as of which information is given in the Registration Statement and Prospectus, 
(1) the: must not have been any material change in the capital stock or long-term debt of the 
Company and its subsidiaries, (2) there must not have been any material adverse change in the general 
affairs, prospects, management, business, properties, financial cundition or results of operations of the 
Company and its subsidiaries taken as a whole, whether or not arising from transactions in the ordinary 
course of business, except as set forth in or contemplated by the Prospectus, (3) the Company and its 
subsidiaries must not have sustained any material loss or interference with their business or properties 
from fire, explosion, earthquake, flood or other calamity, whether or not covered by insurance, or from 
any labor dispute or any court or legislative or other governmental action, order or decree not described 
in the Prospectus, and (4) there must not have occurred any event that makes untrue or incorrect in any 
material respect any statement or information contained in the Prospectus or that is not reflected in the 
Prospectus but should be reflected in it in order to make the statements or information in it not 
misleading in any material respect, if, in the judgment of the Representative, any such development 
referred to in clause (1), (2), (3) or (4) makes it impracticable or inadvisable to consummate the sale 
and delivery of the Shares by the Underwriters at the initial public offering price. 


(d) The Representative must have received on the date of this Agreement a certificate, dated such 
date, of the chief executive or operating officer and the chief financial or accounting officer of the 
Company certifying that (1) the signers have carefully examined the Registration Statement, the 
Prospectus and this Agreement, (2) the representations of the Company in this Agreement are accurate 
on and as of the date of the Certificate, (3) there has not been any material adverse change in the 
general affairs, prospects, management, business, properties, financial condition or results of operations 
of the Company and its subsidiaries taken as a whole, whether or not arising from transactions in the 
ordinary course of business, except as set forth in or contemplated in the Prospectus, and (4) to the 
knowledge of such officers, no actions to delay the effectiveness of the Registration Statement or to 
prohibit the sale of the Shares have been taken or threatened by the Commission. The Representative 
must receive on each Closing Date a certificate, dated such Closing Date, of such officers certifying to 
the effect set forth in (1), (2), and (3) above and that (1) to the knowledge of such officers, no order 


suspending the effectiveness of the Registration Statement or prohibiting the sale of the Shares has 
been issued and no proceedings for such purpose are pending before or threatened by the Commission 
and (2) the Company has performed all agreements that this Agreement requires it to perform by such 
Closing Date. 


(ec) The Representative must receive on each Closing Date a certificate, dated such Closing Date, 
of each Contingent Selling Shareholder certifying (1) that such Contingent Selling Shareholder 
carefully examined the Registration Statement, the Prospectus and this Agreement and (2) that the 
representations of the Contingent Selling Shareholder are accurate as of such Closing Date and the 
Contingent Seiling Shareholder has complied with all agreements that this Agreement requires the 
Contingent Selling Shareholder to perform by such Closing Date. 


(f) The Representative must receive on each Closing Date opinions dated such Closing Date 
substantially in the form of Annex A and Annex A-2 to this Agreement from the counsel identified in 
Annex A and Annex A-2. In rendering such opinion, such counsel may rely as to the incorporation of 
the Company and all other matters governed by Nevada law on the opinion of local counsel satisfactory 
to Cravath, Swaine & Moore. 


(g) The Representative must receive on each Closing Date from Cravath, Swaine & Moore, their 
counsel, an opinion dated such Closing Date with respect to the Company, the Shares, the Registration 
Statement and Prospectus, this Agreement and the form and sufficiency of all proceedings taken in 
connection with the sale and delivery of the Shares. Such opinion and proceedings shall be satisfactory 
in all respects to the Representative. The Company and the Contingent Selling Shareholders must have 
furnished to such counsel such documents as they may reasonably request for the purpose of enabling 
them to render such opinion. In rendering such opinion, Cravath, Swaine & Moore may rely as to the 
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incorporation of the Company and all other matters governed by Nevada law on the opinion of the local 
counsel retained by the Company as provided in the preceding paragraph. 


(h) The Representative must receive by 9:00 a.m. on the date when this Agreement is signed and 
delivered by the Representative, a signed letter, dated such date, substantially in the form of Annex B 
to this Agreement from the firm of accountants designated in Annex B. The Representative must also 
receive on each Closing Date a signed letter from such accountants, dated such Closing Date, 
confirming on the basis of a review in accordance with the procedures set forth in their earlier letter 
that nothing has come to their attention during the period from a date not more than five business days 
before the date of this Agreement, specified in the letter, to a date not more than five business days 
before such Closing Date that would require any change in their letter referred to in the foregoing 
sentence. 


(i) The Representative must receive before the date of this Agreement, signed letters from each 
Contingent Selling Shareholder and from certain officers, directors and shareholders of the Company to 
the effect that they will not, without the prior written consent of the Representative, offer or sell or 
announce the sale of any equity securities of the Company within 180 days after the Effective Date, 
except for shares disposed of by gift to persons who agree to be bound by this paragraph and except for 
sales by Contingent Selling Shareholders under Rule 144 permitted by Section 4(b)(4). 


All opinions, letters, evidence and certificates mentioned above or elsewhere in this Agreement will 
comply with this Agreement only if they are in form and scope satisfactory to counsel for the 
Representative. 


7. indemnification. 


(a) The Company will indemnify and hold harmless each Underwriter, the directors, officers, 
employees and agents of each Underwriter and each person, if any, who controls each Underwriter 
within the meaning of Section 15 of the Securities Act against any and all losses, claims, damages and 
liabilities, joint or several (including any investigation, legal and other expenses reasonably incurred in 
connection with, and any amount paid in settlement of, any action, suit or proceeding or any claim 
asserted), to which they, or any of them, may become subject under the Securities Act, the Exchange 
Act or other Federal or state statutory law or regulation, at common law or otherwis> insofar as such 
losses, claims, damages or liabilities arise out of or are based on any untrue statement or alieged untrue 
statement of a material fact contained in any preliminary prospectus, the Registration Statement or the 
Prospectus or any amendment or supplement, or the omission or alleged omission to state in such 
document a material fact required to be stated in it or necessary to make the statements in it not 
misleading, provided that the Company will not be liable to the extent that such loss, claim, damage, or 
liability arises from the sale of the Shares in the public offering to any person by an Underwriter and is 
based on an untrue statement or omission or alleged untrue statement or omission (1) made in reliance 
on and in conformity with information furnished in writing to the Company by the Representative on 
behalf of any Underwriter expressly for use in the document or (2) in a preliminary prospectus if the 
Prospectus corrects the untrue statement or omission or alleged untrue statement or omission which is 
the basis of the loss, claim, damage or liability for which indemnification is sought and a copy of the 
Prospectus was not sent or given to such person at or before the confirmation of the sale to such person 
in any case where such delivery is required by the Securities Act, unless such failure to deliver the 
Prospectus was a result of noncompliance by the Company with Section 5(d). This indemnity 
agreement will be in addition to any liability that the Company might otherwise have. 


(b) Each Contingent Selling Shareholder severally agrees to indemnify and hold harmless the 
Company, each of its directors, each of its officers who signs the Registration Statement, each 
Underwriter, the directors, officers, employees and agents of each Underwriter and each person, if any, 
who controls each Underwriter within the meaning of Section 15 of the Securities Act, to the same 
extent as the foregoing indemnity from the Company to each Underwriter, but only with reference to 
written information furnished to the Company by or on behalf of such Contingent Selling Shareholder 
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specifically for use in the preparation of the documents referred to in the foregoing indemnity. This 
indemnity agreement will be in addition to any liability that any Contingent Selling Shareholder may 
otherwise have. 


(c) Each Underwriter will indemnify and hold harmless the Company, the Contingent Selling 
Shareholders, each person, if any, who controls the Company within the meaning of Section 15 of the 
Securities Act, each director of the Company and each officer of the Company who signs the 
Registration Statement to the same extent as the foregoing indemnity from the Company to each 
Underwriter, but only insofar as losses, claims, damages or liabilities arise out of or are based on any 
untrue statement or omission or alleged untrue statement or omission made in or in reliance on and in 
conformity with information furnished in writing to the Company by the Representative on behalf of 
such Underwriters expressly for use in preparation of the documents in which the statement or omission 
is made or alleged to be made. The Company and the Contingent Selling Shareholders acknowledge 
that the statements with respect to stabilization on the second page of, and the statements under the 
caption “Underwriting” in, any preliminary prospectus and the Prospectus constitute the only informa- 
tion furnished in writing to the Company by the Representative on behalf of the Underwriters expressly 
for use in any such document, and the Underwriters confirm that such statements are correct. This 
indemnity agreement will be in addition to any liability that each Underwriter might otherwise have. 


(d) Any party that proposes to assert the right to be indemnified under this Section will, promptly 
after receipt of notice of commencement of any action against such party in respect of which a claim is 
to be made against an indemnifying party or parties under this Section, notify each such indemnifying 
party of the commencement of such action, enclosing a copy of all papers served, but the omission so to 
notify such indemnifying party will not relieve it from any liability that it may have to any indemnified 
party otherwise than under this Section. If any such action is brought against any indemnified party 
and it notifies the indemuifying party of its commencement, the indemnifying party will be entitled to 
participate in, and, to the extent that it elects by delivering written notice to the indemnified party 
promptly after receiving notice of the commencement of the action from the indemnified party, jointly 
with any other indemnifying party similarly notified, to assume the defense of the action, with counsel 
satisfactory to the indemnified party, and, after notice from the indemnifying part’ °o the indemnified 
party of its election to assume the defense, the indemnifying party will not be liab | to the indemnified 
party ‘or any legal or other expenses except as provided below and except for the reasonable costs of 
investigation subsequently incurred by the indemnified party in connection with the defense. The 
indemnified party will have the right to employ its counsel in any such action, but the fees and expenses 
of such counsel will be at the expense of such indemnified party unless (1) the employment of counsel 
by the indemnified party has been authorized in writing by the indemnifying party, (2) the indemnified 
party has reasonably concluded that there may be legal defenses available to it or other indemnified 
parties which are different from or in addition to those available to the indemnifying party (in which 
case the indemnifying party will not have the right to direct the defense of such action on behalf of the 
indemnified party) or (3) the indemnifying party has not in fact employed counsel to assume the 
defense of such action within a reasonable time after receiving notice of the commencement of the 
action, in each of which cases the fees and expenses of counsei will be at the expense of the 
indemunifying party or parties and all such fees and expenses will be reimbursed promptly as they are 
incurred. An indemnifying party will not be liable for any settlement of any action or claim effected 
without its written consent or, in connection with any proceeding or related proceeding in the same 
jurisdiction, for the fees aud expenses of more than one separate counsel for al! indemnified parties. 


8. Contribution. In order to provide for just and equitable contribution in circumstances in which the 
indemnification provided for in the foregoing Section is applicable in accordance with its terms but for any 
reason is held to be unavailable from the Company, the Contingent Selling Shareholders or the Under- 
writers, the Company, the Contingent Selling Shareholders and the Underwriters will contribute to the total 
losses, claims, damages and liabilities (including any investigation, legal and other expenses reasonably 
incurred in connection with, and any amount paid in settlement of, any action or any claims asserted, but 
after deducting any contribution received by the Company from persons other than the Underwriters, such 
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as persons who control the Company within the meaning of the Securities Act, officers of the Company who 
signed the Registration Statement and directors of the Company, who may also be liable for contribution) to 
which the Company or the Contingent Selling Shareholders or any one of them and any one or more of the 
Underwriters may be subject in such proportion so that the Underwriters are responsible for that portion 
represented by the percentage that the underwriting discount appearing on the cover of the Prospectus bears 
to the public offering price appearing on the cover and the Company and the Contingent Selling Sharehold- 
ers are responsible for the balance; provided that (1) no Underwriter (except as may be provided in the 
Agreement Among Underwriters) will be responsible for any amount in excess of the underwriting discount 
applicable to the Shares purchased by such Underwriter and (2) no person found guilty of fraudulent 
misrepresentation (within the meaning of Section 11(f) of the Securities Act) will be entitled to contribution 
from any person who was not guilty of such fraudulent misrepresentation. For purposes of this Section, any 
person who controls a party to this Agreement within the meaning of the Securities Act will have the same 
rights to contribution as that party, and each officer of the Compz..v who signed the Registration Statement 
and each director of the Company will have the same rights to contribution as the Company, subject in each 
case to clauses (1) and (2) of this Section. Any party entitled to contribution will, promptly after receipt of 
notice of commencement of any action against such party in respect of which a claim for contribution may 
be made under this Section, notify such party or parties from whom contribution may be sought, but the 
omission so to notify will not relieve the party or parties from whom contribution may be sought from any 
other obligation it or they may have otherwise than under this Section. No party will be liable for 
contribution with respect to any action or claim settled without its written consent. 


The liability of each Contingent Selling Shareholder in connection with such Contingent Selling 
Shareholder’s representations and agreements in Section 4(b) and under the indemnification provisions in 
Section 7 and the contributior provisions in this Section will be limited to an amount equal to the proceeds 
received by such Contingent Seliing Shareholder. 


9. Termination. This Agreement may be terminated by the Representative or by Underwriters who 
have agreed to purchase at least 50% of the Shares by notifying the Company at any time 


(a) before the later of the effectiveness of the Registration Statement and the time when the 
Shares are first generally offered by the Representative to dealers by letter or telegram, 


(b) at or before any Closing Date if, in the judgment of the Representative or in the judgment of 
such Underwriters payment for and delivery of the Shares is rendered impracticable or inadvisable 
because (1) trading in the equity securities of the Company is suspended by the Commission, by an 
exchange that lists the Common Stock, or by the National Association of Securities Dealers Automated 
Quotation National Market System, (2) additional material governmental restrictions, not in force on 
the date of this Agreement, have been imposed upon trading in securities generally or minimum or 
maximum prices have been generally established on the New York Stock Exchange or on the American 
Stock Exchange, or trading in securities generally has been suspended on any such Exchange or a 
general banking moratorium has been established by Federal or New York authorities, or (3) any 
outbreak or material escalation of hostilities or other calamity or crisis occurs the effect of which is such 
as to make it impracticable to market the Shares, or 


(c) at or before any Closing Date, if any of the conditions specified in Section 6 have not been 
fulfilled when and as required by this Agreement. 


If this Agreement is terminated pursuant to any of its provisions, except as otherwise provided, neither 
the Company nor the Contingent Selling Shareholders will be under any liability to any Underwriter, and no 
Underwriter will be under any liability to the Company or the Contingent Selling Shareholders, except that 
(1) if this Agreement is terminated by the Representative or the Underwriters because of any failure or 
refusal on the part of the Company or the Contingent Selling Sharehclders to comply with its terms or 
because any of the conditions in Section 6 are not satisfied, the Company and the Contingent Selling 
Sharcholders will reimburse the Underwriters for all reasonabie out-of-pocke: capcases (including the fees 
and disbursements of their counsel) reasonably incurred by them in connection with the proposed purchase 
and sale of the Shares and (2) no Underwriter who has failed or refused to purchase the Shares agreed to be 
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purchased by it under this Agreement, without some reason sufficient to justify cancellation or termination 
of its obligations under this Agreement, will be relieved of liability to the Company or the Contingent 
Selling Shareholders or to the other Underwriters for damages occasioned by its default. 


10. Substitution of Underwriters. If one or more of the Underwriters fails (other than for a reason 
sufficient to justify the termination of this Agreement) to purchase on any Closing Date the Shares agreed to 
be purchased on such Closing Date by such Underwriter or Underwriters, the Representative may find one 
or more substitute underwriters to purchase such Shares or make such other arrangements as the Represen- 
tative deems advisable or one or more of the remaining Underwriters may agree to purchase such Shares in 
such proportions as may be approved by the Representative, in each case upon the terms set forth in this 
Agreement. If no such arrangements have been made within 36 hours after such Closing Date, and 


(a) the number of Shares to be purchased by the defaulting Underwriters on such Closing Date 
does not exceed 10% of the Shares that the Underwriters are obligated to purchase on such Closing 
Date, each of the nondefaulting Underwriters will be obligated to purchase such Shares on the terms 
set forth in this Agreement in proportion to their respective obligations under this Agreement, or 


(b) the number of Shares to be purchased by the defaulting Underwriters on such Closing Date 
exceeds 10% of the Shares to be purchased by all the Underwriters on such Closing Date, the Company 
will be entitled to an additional period of 24 hours within which to find one or more substiiute 
underwriters reasonably satisfactory to the Representative to purchase such Shares on the terms set 
forth in this Agreement. 


In any such case, either the Representative or the Company will have the right to postpone the 
applicable Closing Date for not more than five business days in order that necessary changes and 
arrangements (inciuding any necessary amendments or supplements to the Registration Statement or 
Prospectus) may be effected by the Representative and the Company. If the number of Shares to be 
purchased on such Closing Date by such defaulting Underwriter or Underwriters exceeds 10% of the Shares 
that the Underwriters are obligated to purchase on such Closing Date, and none of the nondefaulting 
Underwriters or the Company makes arrangements pursuant to this Section within the period stated for the 
purchase of the Shares that the defaulting Underwriters agreed to purchase, this Agreement will terminate 
without liability on the part of any nondefaulting Underwriter to the Company and without liability on the 
part of the Company, except in both cases as provided in Sections 5, 7, 8 and 9. This Section will not affect 
the liability of any defaulting Underwriter to the Company or the nondefaulting Underwriters arising out of 
such default. A substitute underwriter will become an Underwriter for all purposes of this Agreement. 


11. Miscellaneous. The reimbursement, indemnification and contribution agreements in Sections 5, 
7, 8 and 9 and the representations and agreements of the Company, the Contingent Selling Shareholders 
and the Underwriters in this Agreement will remain in full force and effect regardless of any termination of 
this Agreement, any investigation made by or on behalf of any Underwriter, the Company, the Contingent 
Selling Shareholders or any controlling person and delivery of and payment for the Shares. 


This Agreement is for the benefit of the Underwriters, the Company and the Contingent Selling 
Shareholders and their successors and assigns, and, to the extent expressed in this Agreement, for the benefit 
of persons controlling any of the Underwriters, the Company, or a Contingent Selling Shareholder, and 
directors and officers of the Company, and directors, officers, employees and agents cf the Underwriters and 
their respective successors and assigns, and no other person, partnership, association or corporation shall 
acquire or have any right under or by virtue of this Agreement. The term “successors and assigns” does not 
include any purchaser of Shares from any Underwriter merely because of such purchase. 


Ail notices and communications under this Agreement will be in writing, effective only on receipt and 
mailed or delivered, by messenger, facsimile transmission or otherwise, to the Representative at 1285 
Avenue of the Americas, New York, New York 10019, to the Company, to its agent for service at such 
agent’s address on the cover of the Registration Statement, and to the Contingent Selling Shareholders, care 
of their Attorney-in-Fact at the address set forth on Schedule 3. 
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This Agreement may be signed in multiple counterparts that taken as a whole constitute one 
agreement. 


This Agreement will be governed by and construed in accordance with the laws of the State of New 
York. 


Please confirm that the foregoing correctly sets forth the agreement between us. 


Very truly yours, 


ATARI CORPORATION 


By 
Title: 


Garry Trarniel 
Sigmund Hartmann 
Gregory A. Pratt 
Samue! W.L. Chin 
David Harris 

Taro Tokai 
Thomas Brightman 


By 
Attorney-in-Fact 


Confirmed: 


PAINEWEBBER INCORPORATED 


By 

Title: 
Acting on behalf of themselves and the Underwriters 
named in Schedule 1. 


Name 


PaineWebber Incorporated ...cccssssscsescesessosessersvovossssosocsbsosonsessosobessoosooeneesvoseseosesvessosoossoese 


Total .......cccccsccosee sae becins se Seva Acie bale os eaovaaiovsbeksanile bua datemaaeueiasawerwammbecsensciiie Bk ea 4,500,000 


Coatingent Selling Shareholders* 


Name 

Garry Tramiel 
Sigmund Hartmann 
Gregory A. Pratt 
Samuel W.L. Chin 
David Harris 

Taro Tokai.. 


* The address of each Contingent Selling Shareholder is c/o Atari Corporation, 1196 Borregas Avenue, 
Sunnyvale, California 94088-3427. 


Custodian and Attorney-in-Fact 


Custodian 
Name: 
Address: 


Attorney-in-Fact: 
Name: 


Address: c/o Atari Corporation 
1196 Borregas Avenue 
Sunnyvale, California 94088-3427 


Opiaion of Gibson, Dunn & Crutcher 


1. The Company has been duly incorporated and is validly existing as a corporation in good standing 
under the laws of the state indicated in the Prospectus, is duly qualified as a foreign corporation and in good 
standing in each state of the United States of America in which its ownership or ieasing of property requires 
such qualification and in which the failure to qualify would have a material adverse effect on the business or 
operations of the Company. The Company has full corporate power and authority to own its properties and 
conduct its business as described in the Registration Statement. 


2. Each “significant” subsidiary of the Company (as defined in Rule 1.02 of the Commission's 
Regulation S-X) which is incorporated under the laws of a state of the United States has been duly 
incorporated and is validly existing under the laws of its jurisdiction of incorporation, is duly qualified as a 
foreign corporation and in good standing in each state of the United States of America in which its 
ownership or leasing of property requires such qualification and in which the failure to qualify would have a 
material adverse effect on the business or operations of such subsidiary, and has full power and authority to 
own its own properties and conduct its business. The Company owns, directly or indirectly, all the 
outstanding shares of capital stock of each such subsidiary indicated as being owned by it in the Registration 
Statement, and all such shares are validly issued, fully paid and nonassessable. 


3. The authorized equity capitalization of the Company is as described in the Prospectus. The Capital 
Stock of the Company conforms to the description of it in the Prospectus. Proper corporate proceedings have 
been taken validly to authorize the outstanding shares of Common Stock and Preferred Stock of the 
Company (including the Shares being issued). All the outstanding shares of such capital stock (including 
the Shares, when delivered to and paid for by the Underwriters as provided in the Agreement) have been 
duly and validly issued and are fully paid and nonassessable. The holders of outstanding shares of capital 
stock of the Company are not entitled to any preemptive or other similar rights. 


4. The Registration Statement has become effective under the Securities Act and, to the best of our 
knowledge, no stop order suspending the effectiveness of the Registration Statement or suspending or 
preventing the use of the Prospectus is in effect, and no proceedings for that purpose have been instituted or 
are pending or contemplated by the Commission. 


5. The Registration Statement and the Prospectus (except as to the financial statements contained in 
them, as to which we express no opinion) comply as to form in all material respects with the requirements of 
the Securities Act and the Rules. 


6. We have participated in drafting and other conferences with representatives of the Company and 
with the Representative and its counsel, at which conferences the contents of the Registration Statement 
and the Prospectus and related matters were discussed; we have not independently verified the accuracy, 
completeness or fairness of the statements contained in the Registration Statement or Prospectus and the 
limitations inherent in the examination made by us and knowledge available to us and the nature and extent 
of our participation in such conferences are such that we are unable to assume, and do not assume, any 
responsibility for the accuracy, completeness or fairness of such statements except as provided in paragraphs 
3 and 7 of this opinion; however, based upon our participation in the aforesaid conferences, no facts have 
come to our attention which lead us to believe that the Registration Statement or the Prospectus at the time 
the Registration Statement became effective and as of the date of this opinion, contained or contains any 
untrue statement of a material fact or omitted or omits to state a material fact required to be stated therein, 
or necessary to make the statements therein not misleading. 


7. The information required to be set forth in the Registration Statement in answer to Item 10 (insofar 
as it relates to us) of Form S-1 is, to the best of our knowledge, accurately set forth in the Registration 
Statement in all material respects or no response is required with respect to such Item. 


8. To the best of our knowledge, there are no franchises, contracts or other documents or any pending 
or threatened proceedings, legal or otherwise, before any court, governmental body or arbitrator, that are of 
a character required to be described in the Registration Statement or the Prospectus or to be filed as exhibits 
to the Registration Statement and that are not described or filed as required. 


9. The Agreement has been duly authorized, signed and delivered by the Company. 


10. Neither the issue and sale by the Company of the Shares sold by the Company as contemplated by 
the Agreement nor the consummation by the Company of the other transactions contemplated by the 
Agreement conflicts with, or results in a breach of, the charter or By-laws of the Company or any agreement 
or instrument known to us to which the Company or any subsidiary is a party or by which the Company or 
any subsidiary is bound, any law or regulation or, so far as is known to us, any order or regulation of any 
court, governmental instrumentality or arbitrator. 


lt. To the best of our knowledge, neither the Company nor any of its significant subsidiaries (as 
defined above) is currently in breach of, or in default under, any material written agreement or instrument 
to which it is a party or by which it or its property is bound or affected. 


12. To the best of our knowledge, no holder of securities of the Company has rights to the registration 
of any securities of the Company because of the filing of the Registration Statement. 


13. No consent, approval, authorization or order of any court or governmental agency or body is 
required for the consummation of the transactions contemplated in the Agreement, except such as have been 
obtained under the Securities Act and such as may be required under state securities or blue sky laws in 
connection with the purchase and distribution of the Shares by the Underwriters. 


14. The Shares are duly authorized for listing, subject to official notice of issuance, on the American 
Stock Exchange. 


ANNEX A-2 


Opinion of Leonard I. Schreiber 


1. Each Contingent Selling Shareholder has all power and authority necessary to sign, deliver and 
perform the Agreement. The signing, delivery and performance of the Agreement by the Contingent Selling 
Shareholders will not conflict with, result in the creation or imposition of any lien or encumbrance upon any 
of the Shares to be sold by such Contingent Selling Shareholder under, or constitute a default under any 
agreement, or instrument or any order or regulation of any court, governmental instrumentality or 
arbitrator. 


2. No consent, approval, authorization or order of any court or governmental agency or body is 
required for the consummaion of the transactions contemplated in the Agreement, except such as may be 
required under state securities or blue sky laws in connection with the purchase and distribution of the 
Shares by the Underwriters. 


3. The delivery by each Contingent Selling Shareholder of the Contingent Selling Shareholder Shares 
as contemplated by the Agreement will pass valid and marketable title to the Underwriters, free and clear of 
any liens, claims, encumbrances, security interests and preemptive rights, and will not subject any Under- 
writer or any subsequent holder of the Shares to any other claim of any third party arising by reason of any 
action by the Contingent Selling Shareholder. 


4. I have reviewed the statements with respect to the Contingent Selling Shareholders under the 
caption “Principal Shareholders” in the Prospectus and have no reason to believe that such statements 
contain an untrue statement of a material fact or omit to state a material fact necessary to make such 
statements not misleading and, to the best of my knowledge, the sale of the shares being sold by the 
Contingent Selling Shareholders is not prompted by any information concerning the Company which is not 
set forth in the Prospectus. 


5. The Agreement has been duly signed and delivered by or on behalf of the Contingent Selling 
Shareholders. Each Power of Attorney signed by a Contingent Selling Shareholder has been duly signed and 


delivered by the Contingent Selling Shareholders and is valid and binding. 


6. I have no reason to believe that any “significant” subsidiary of the Company (as defined by Rule 
1.02 of the Commission's Regulation S-X) which is incorporated under the laws of a jurisdic:ion other than 
a state of the United States is not duly incorporated and validiy existing under the laws of its jurisdiction of 
incorporation or does not have full power and authority to own its own property and conduct its business. 
Each such subsidiary is duly qualified as a foreign corporation and in good standing in each state of the 
United States of America in which its ownership or leasing of property requires such qualification and in 
which the failure to qualify would have a material adverse effect on the business or operations of such 
subsidiary. The Company owns, directly or indirectly, all the outstanding shares of capital stock of each 
such subsidiary indicated as being owned by it in the Registration Statement. I have no reason to believe 
that any such shares are not validly issued, fully paid and nonassessable. 


ANNEX B 


Accountant’s Letter 


We have examined the balance sheets of Atari Corporation (the “Company”) as of December 31, 1984 
and 1985, and June 30, 1986, and the related statements of income and retained earnings, and changes in 
financial position for the period from inception (May 17, 1984) to December 31, 1984, the year ended 
December 31, 1985, and the six months ended June 30, 1986. Such financial statements, and our report with 
respect thereto, are included in the Registration Statement on Form S-1 (Registration No. 33- filed 

, 1986). The Registration Statement, as amended on , 1986, is herein 
referred to as the Registration Statement. In connection with the Registration Statement: 


1. We are independent certified public accountants with respect to the Company within the 
meaning of the Securities Act of 1933 (the “Act”) and the Securities Exchange Act of 1934, as 
amended (the “Exchange Act”’). 


2. In our opinion, the financial statements examined by us which are included in the Registration 
Statement comply as to form in all material respects with the applicable accounting requirements of the 
Exchange Act and the published ru‘cs and regulations thereunder. 


3. We have not examined any financial statements of the Company as of any date or for any 
period subsequent to June 30, 1986; although we have made an examination for the year ended 
December 31, 1985, the purpose (and therefore the scope) of the examination was to enable us to 
express our opinion of the consolidated financial statements as of December 31, 1985, and for the year 
then ended, but not on the financial statements for any interim period within that year. Therefore, we 
are unable to and do not express any opinion on the unaudited consolidated condensed balance sheet, as 
of June 30, 1985, and interim unaudited consolidated condensed statements of income and changes in 
financial position for the six-month period ended June 30, 1985, or on the financial position, results of 
operations, or changes in financial position as of any date or for any period subsequent to 
June 30, 1986. 


4. For purposes of this letter, we have read the 1986 minutes of meetings of the Stockholders, the 
Board of Directors, the Executive Committee, and the Audit Committee of the Board of Directors of 
the Company as set forth in the minute books at , 1986. officials of the Company 
having advised us that the minutes of all such meetings through , 1986, were set forth 
therein, and have carried out other procedures to [five business days before the date of this letter] (the 
“Cut-Off Date”), (our work did not extend to the period from the Cut-Off Date to the date of this 
letter) as follows: 


a. With respect to the six-month period ended June 30, 1985, we have: 


i. Read the unaudited consolidated condensed balance sheet as of June 30, 1985, and the 
unaudited consolidated statements of income and changes in financial position for the six- 
month period ended June 30, 1985, included in the Registration Statement. 


ii. Made inquiries of certain officials of the Company who have responsibility for 
financial and accounting matters regarding: (1) whether the unaudited consolidated con- 
densed financial statements referred to under 4a(i) above comply in form in all material 
respects with the applicable accounting requirements of the Exchange Act and the published 
rules and regulations thereunder, and (2) whether those unaudited consolidated condensed 
financial statements are fairly presented in conformity with generally accepted accounting 
principles applied on a basis substantially consistent with that of the audited consolidated 
financial statements included in the Registration Statement and the Final Prospectus. 


b. With respect to the period from July 1, 1986 to [C], 1986, we have: 


i. Read the unaudited consolidated balance sheet as of [C], 1986, and the unaudited 
consolidated statements of income for the (E] months periods ended [C], 1986 and 1985, 
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furnished us by the Company, officials of the Company having advised us that no such 
financial statements as of any date or for any period subsequent to [C], 1986, were available; 
and 


ii. Made inquiries of certain officials of the Company who have responsibility for 
financial and accounting matters regarding whether the unaudited consolidated financial 
statements referred to under b(i) are stated on a basis substantially consistent with that of the 
audited consolidated financial statements included in the Registration Statement and the 
Final Prospectus. 


The foregoing procedures do not constitute an examination made in accordance with generally 
accepted auditing standards. Also, they would not necessarily reveal matters of significance 
with respect to the comments in the following paragraph. Accordingly, we make no representa- 
tions regarding the sufficiency of the foregoing procedures for your purposes. 


5. Nothing came to our attention as a result of the foregoing procedures, however, that caused us 
to believe that: 


a. (i) The unaudited consolidated condensed financial statements described in 4a(i) included 
in the Registration Statement and the Final Prospectus, do not comply in form in all material 
respects with the applicable accounting requirements of the Exchange Act and the related 
published rules and regulations thereunder; and (ii) the unaudited consolidated condensed finan- 
cial statements described in 4a(i) are not fairly presented in conformity with generally accepted 
accounting principles applied on a basis substantially consistent with that of the audited consoli- 
dated financial statements included in the Registration Statement and the Final Prospectus; or 


b. (i) At [C], 1986, there was any change in the capita! stock of the Company or long-term 
debt of the Company and its consolidated subsidiaries, as compared with the amounts shown on 
the June 30, 1986 balance sheet included in the Registration Statement, or (ii) for the period from 
July 1, 1986 to (C], 1986, there were any decreases, as compared with the corresponding period in 
the preceding year, in revenue or in the total or per-share amounts of income before extraordinary 


items or of net income; or 


c. [If the interim financial statements included in the Registration Statement and Prospectus 
are supplemented by later income statement information (so called “capsule” information), add: 
the unaudited amounts of [describe the capsule information and its location] do not agree with the 
amounts set forth in the unaudited financial statements for the same periods or were not 
determined on a basis substantially consistent with that of the corresponding amounts in the 
audited financial statements included in the Registration Statement and the Prospectus; and] [If 
the capsule information meets the minimum disclosure requirements of APB Opinion No. 28, 
paragraph 30, the section above should be expanded also to cover “conformity with generally 
accepted accounting principles”; see paragraph 22(a) of Statement of Auditing Standards No. 49] 


6. As mentioned under 4b, Company officials have advised us that no consolidated statements as 
of any date or for any period subsequent to (C], 1986, are available; accordingly, the procedures carried 
out by us with respect to changes in the financial statement items after [C], 1986, have, of necessity, 
been even more limited than those with respect to the periods referred to in 4. We have made inquiries 
of certain officials of the Company who have responsibility for financial and accounting matters 
regarding whether (a) there was any change at the Cut-Off Date in the capital stock or long-term debt 
of the Company as compared with amounts shown on the June 30, 1986, audited consolidated balance 
sheet included in the Registration Statement or (b) for the period from [D], 1986, to the Cut-Off Date, 
there were any decreases, as compared with the corresponding period in the preceding year, in revenue 
or in the total or per-share amounts of income before extraordinary items or of net income. On the basis 
of these inquiries and our reading of the minutes as described previously herein, nothing came to our 
attention that caused us to believe that there were any changes or decreases. 


7. For the purposes of this letter, we have read the following: 


Page 
item in tus Description 
[Here describe information of an accounting, financial or statistical nature (limited to that derived 
from the general accounting records of the Company) in the Prospectus to be covered. For 
example, Summary Financial Information, Selected Financia! Information and Capitalization 
should be listed.] 


8. Our examination of the financial statements for the periods referred to in the introductory 
paragraph of this letter comprised audit tests and procedures deemed necessary for the purpose of 
expressing an opinion on such financial statements taken as a whole. For neither the periods referred to 
therein nor any other period did we perform audit tests for the purpose of expressing an opinion on 
individual balances of accounts or summaries of selected information such as described in the preceding 
paragraph and, accordingly, we express no opinion thereon. 


9. However, for the purposes of this letter we have performed the following additional procedures, 
which we applied as indicated with respect to the items enumerated in paragraph 7 above. 


Item in 7 Procedures and Findings 


(Describe procedures undertaken to insure information under 7 agrees with accounting records of 
the Company.] 


Exhibit 2.1 


‘The following is the memorandum of agreement relating to 


the settlement reached among Atari Corp., Jack Tramiel and 
Atari Holdings, Inc. ("Old Atari") and Old Atari's subsidiaries 
that are parties hereto and Productions et Editions 
Cinematographiques Francais S.A.R.L. and Atari International 
(UK) Inc. (hereinafter, collectively with Old Atari referred to 
as "Sellers") and Warner Communications Inc. ("WCI"), resolving 
all issues and outstanding disputes among the parties relating 
to the sale made pursuant to the Assets Purchase Agreement 
dated as of July 1, 1984 (the "Assets Purchase Agreement") 
among Atari Corp. and Sellers, and certain related agreements, 
documents and instruments, all as in effect on the date hereof 
and as listed on Schedule A hereto (hereinafter, collectively 
with the Assets Purchase Agreement referred to as the "Existing 
Agreements"). Capitalized terms used herein and not otherwise 
defined herein shall have the respective meanings ascribed to 
them in the Existing Agreements. 

Upon execution hereof, this memorandum of agreement shall 
constitute a legal, binding and enforceable agreement among the 
parties. 

The parties agree to use their best efforts and to work as 
expeditiously as practicable to prepare and execute more formal 


and definitive agreements reflecting the provisions set forth 


ane 
herein. The parties acknowledge, however, that all material 
terms of their agreement are set forth herein. Failure, for 
any reason, to execute, or to agree upon, such definitive 
agreements shall not affect the binding nature or 
enforceability of endian memorandum of agreement. 

Effective upon the execution and delivery of this 
memorandum of agreement: 

1. Old Atari shall retain a 50% interest in the shares of 
Source Technology acquired by Atari Corp., notwithstanding 
Section 1.1 of the Assets Purchase Agreement. 

ae Promptly after the date hereof, Old Atari shall 
transfer its remaining inventory of Odd Lot cartridges to Atari 
Corp. 

3. Atari Corp. and Sellers hereby agree to schedules 
("Liability Schedules") of Sellers’ liabilities relating to the 
Purchase by Atari Corp. ("Old Atari Liabilities") which 
liabilities are (i) assumed by Atari Corp. or (ii) assumed by 
Old Atari. The Liability Schedules are attached hereto as 
Exhibits 1.1 through 1.5 (Atari Corp. responsibilities) and 
Exhibit 2 (Old Atari responsibilities) and are incorporated 
herein. Prior toa closing under either Paragraphs 10 through 


12 or Paragraphs 13 through 18 below, Atari Corp. and Old Atari 


shall negotiate in good faith to resolve responsibility for the 


Old Atari Liabilities listed as open items on Exhibit 3 hereto 
and incorporated herein ("Open Items Schedule") and such items 
Shall be added to the appropriate Liability Schedules. The 


Liability Schedules shall be incorporated as exhibits to the 
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definitive agreements incorporating this settlement. Each of 


Atari Corp. and Old Atari hereby represents to the other that, 


as of the date hereof, it has no Knowledge of any Old Atari 


Liabilities other than those listed in Exhibits 1.1 - 1.5, 2 
and 3 hereto. Each of Atari Corp. and Old Atari shall be 
solely responsible for the payment of liabilities listed on 
their respective Liability Schedules, regardless of the 
ultimate amount of such liability (unless a specific limitation 
thereof is listed on the Liability Schedules). However, if 
Atari Corp. is required to pay an amount to a specific listed 
creditor in excess of the amount stated in the abovementioned 
schedules, any portion of such excess which is not attributed 
to the consumer electronics and home computer divisions of Old 
Atari shall be the responsibility of Old Atari. 

As to any Old Atari Liability which is not included on the 
Liability Schedules (an “Unscheduled Claim"), the following 
criteria shall govern: 

(A) If Atari Corp. was on notice of the Unscheduled Claim 
prior to July 1, 1985, said claim shall be the responsibility 
of Atari Corp., regardless of whether or not Old Atari was also 
on such notice. 

(B) If Atari Corp. was not on notice of the Unscheduled 
Claim prior to July 1, 1985, said claim shall be the 
responsibility of Old Atari. 

(C) Notwithstanding (B) above, if the Unscheduled Claim 
relates to El Paso operations, it shall be the responsibility 


of Atari Corp. unless and until Atari Corp. shall have paid or 


ole 
be contractually obligated to pay a total of $3.7 million of £1 
Paso liabilities, in which event said claim or the portion 
thereof which exceeds the $3.7 million aggregate shall be the 
responsibility of Old Atari. Such El Paso liabilities as have 
been identified as of the date hereof are listed in Exhibit 1.2 
hereto. 

For purposes of subparagraphs (A) and (B) above, Atari 
Corp. shall be deemed to have been on notice of a claim if any 


one of the following persons received a written communication 


(such as invoices, correspondence) with respect to such claim: 


Jack, Sam or Garry Tramiel, Gregory Pratt, any Atari Corp. 
attorney or other employee of Atari Corp. or its subsidiaries 
(including but not limited to Paul Kaye, Steven Kawalick, 
Steven Ruzak, Kathy Solis and Ann Greenan) in an executive 
position or in a legal department, accounting: or financial 
position whose responsibilities included processing or 
verifying documents relating to financial transactions or 
obligations. 

Commencing on the date hereof, upon settlement or other 
disposition of any claim listed on the Liability Schedules, the 
Open Items Schedule and Unscheduled Claims, Atari Corp. or Old 
Atari (whichever of them shall dispose of the claim) shall 
obtain from the claimant a full release of Old Atari, Atari 
Corp. and their respective affiliates, provided that this 
release requirement shall only apply to claims either (i) in 
litigation or (ii) settled or disposed of for an amount 


exceeding $5,000. 
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Atari Corp. shail indemnify and hold Sellers harmless from 
any liability listed as an Atari Corp. responsibility on the 
Liability Schedules and from any Unscheduled Claim determined 
to be the responsibility of Atari Corp. pursuant to the above 
criteria, including without limitation, from any such liability 
which has been settled or otherwise disposed of prior to the 
date hereof. Sellers shall indemnify and hold Atari Corp. 
harmless from any liability listed as an Old Atari 
responsibility on the Liability Schedules and from any 
Unscheduled Claim determined to b the responsibility of Old 
Atari pursuant to the above criteria, including, without 
limitation, from any such liability which has been settled or 
otherwise disposed of prior to the date hereof. 

Promptly after the date hereof, Atari Corp. shall reimburse 


Old Atari for all payments made by or on behalf of Sellers 


Since July 1, 1985 (and for such earlier payments as are listed 


as to be reimbursed on the Liability Schedules) for liabilities 
listed as an Atari Corp. responsibility on the Liability 
Schedules in the amount set forth as to be reimbursed on said 
schedules, and Old Atari shall simultaneously make like 
reimbursement to Atari Corp.. With respect to items listed on 
the Liability Schedules as to be reimbursed in the future, such 
reimbursement (in the amount set forth on said schedules) shall 
be made by Old Atari or Atari Corp. (whichever of them shall be 
required to make such reimbursement) promptly on notice that 


‘such reimbursement is due. 
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Commencing promptly after the date hereof, Atari Corp., at 
its expense, shall provide counsel to Sellers in all legal 
proceedings against Sellers which involve claims listed as an 
Atari Corp. responsibility on the Liability Schedules or which 
involve Unscheduled Claims determined to be an Atari Corp. 
responsibility pursuant to the above criteria. Provided 
thatsuch counsel is furnished by Atari Corp., any separate 
representation of Sellers in such proceedings shall be at their 
Own expense. Commencing promptly after the date hereof, Old 
Atari, at its expense, shall provide counsel to Atari Corp. in 
all legal proceedings against Atari Corp. which involve claims 
listed as an Old Atari responsibility on the Liability 
Schedules or which involve Unscheduled Claims determined to be 
an Old Atari reponsibility pursuant to the above criteria. 
Provided that such counsel is furnished to Atari Corp., any 
separate representation of Atari Corp. in such proceedings 
shall be at its own expense. 

Each of the parties now represented by counsel in any 
litigation listed in the November 15, 1985 Escrow Agreement 


shall continue such representation at its own expense. 


4. Atari Corp. or AIL Ireland Limited ("AIL") and WCI 


shall each have the right at any time to sell or lease the 
Limerick Plant together with equipment and contents at such 
t.we therein, if any (the "Plant"), subject to the existing 
brokerage agreement with Jones Lang Industrial of April, 1986 
and to the following terms and conditions. AIL and WCI shall 


notify Atari Corp. in writing of any bona fide offer received 


by either of them from any non-affiliated third party for the 


purchase or lease of the Plant, including a copy of such 

offer. Within ten (10) days of receipt of such notice, Atari 
Corp. shall advise AIL and WCI in writing whether to proceed 
with such sale or lease. If Atari Corp. elects that AIL and 
WCI should not proceed with such sale or lease, the following 
shall occur: (i) Atari Corp. shall promptly pay to AIL and 
WCI, in cash, the amount of such offer for sale or the present 
value of the proposed lease; (ii) the amounts due from Atari 
Corp. pursuant to Paragraph 11(A) below or the notes issued or 
to be issued by Atari Corp. pursuant to Paragragh 17 below 
Shall be reduced by the amount of such payment; and (iii) in 
the case of a proposed sale, AIL shall convey to Atari Corp. 
title to the Plant as specified in Paragraph 12 below.If Atari 
Corp. elects that AIL and WCI should proceed with such sale or 
lease, the following shall occur: (i) Atari Corp. shall 
execute such documents as may be necessary to effectuate such 
Sale or lease, including but not limited to, in the case of a 
Sale, conveyance of any right, title or interest of Atari Corp. 
in the Plant; (ii) AIL and WCI shall receive the proceeds of 
such sale or lease; and (iii) the amounts due from Atari Corp. 


Pursuant to Paragraphs 11 (A) below or the notes issued or to 


be issued by Atari Corp. pursuant to Paragraph 17 below shall 


be reduced simultaneously with the closing of such sale by the 
proceeds thereof, net of closing expenses (such as legal fees, 
recording taxes and commissions)or in the case of a lease, such 


amounts or notes shall be reduced by the lease payments when 


received, less commissions and other expenses of the lease. 


Atari Corp. shall notify AIL and WCI in writing of any bona 


fide offer received by Atari Corp. from any non-affiliated 
third party for the purchase or lease of the Plant, enclosing 
a copy of such offer. Within ten (10) days of receipt of 
suchnotice, AIL and WCI shall advise Atari Corp. in writing 
whether to proceed with such sale or lease. If AIL and WCI 
elect that Atari Corp. should not proceed with such sale or 
lease, the following shall occur:(i) the outstanding amounts 
due from Atari Corp. pursuant to Paragraph 11(A) below or the 
notes issued or to be issued by Atari Corp. pursuant to 
Paragraph 17 below shall be reduced by the amount of such offer 
for sale or the present value of the proposed lease; and (ii) 
in the case of a proposed sale, Atari Corp. shall convey to AIL 
and WCI any and all right, title or interest which Atari Corp. 
has or may have in the Plant and/or to the proceeds of sale 
thereof. If AIL and WCI determine that the offer received by 
Atari Corp. is acceptable, the following shall occur: (i) 
Atari Corp. and AIL and WCI shall proceed with such sale or 
lease; (ii) AIL and WCI shall receive the proceeds thereof 
(iii) in the case of a sale, at the closing of thereof, AIL 
shall deliver title to the Plant as specified in Paragraph 12 
below; and (iv)the amounts due from Atari Corp. pursuant to 
Paragraph 11(A) below or notes issued or to be issued by Atari 
Corp. pursuant to Paragraph 17 below shall be reduced 
simultaneously with the closing of such sale by the proceeds 


thereof, net of closing expenses, or in the case of a lease, 


~~ 
such amounts or notes shall be reduced by the lease payments 
when received, less commissions and other expenses of the 


lease. 


The provisions of this Paragraph 4 shall no longer apply 


after (i) a closing under Paragraph 11 (A) below or (ii) after 
notes issued or to be issued by Atari Corp. pursuant to 
Paragraph 17 below either (a) all have been paid or (b) the 
first $15 million of such notes (including accrued interest) 
has been converted into common stock or the option to so 
convert has expired and the remaining notes (including all 
interest thereon) have been paid, all as provided in Paragraph 
17 below. In the event that the net proceeds from a sale of 
the Plant exceed the then outstanding balance (including 
interest) on the notes issued or to be issued pursuant to 
Paragraph 17 below, Atari Corp. shall be entitled to receive 
the amount of such excess. 

5. Atari Corp. shall continue to provide Sellers 
reasonable access to the books and records and financial and 
legal officers of Atari Corp. with respect to (i) Old Atari 
Liabilities and litigations relating thereto, including claims 
listed on the Liability Schedules, the Open Items Schedule, 
Unscheduled Claims and claims arising out of El Paso operations; 
(ii) litigations listed on the Schedules to the Escrow 
Agreement dated November 14, 1985 among Atari Corp., Old Atari 
and Schreiber & McBride (the "Escrow Agreement"); (iii) other 


litigations to which Sellers are party, and (iv) so long as 
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Sellers hold any notes of Atari Corp. or own more than 10% of 
its outstanding stock, other litigations to which Atari Corp. 
is party which could have a material adverse effect on Atari 
Corp.. Sellers shall provide Atari Corp. like access to 
Sellers' books and records and officers with respect to items 
(i) and (ii) above and with respect to other litigations to 
which Atari Corp. is party which relate to the Purchased Assets. 

6. The Agreement among Atari Corp., Old Atari and Jack 
Tramiel (the form of which is attached as Exhibit I to the 
Assets Purchase Agreement) (the "“Securityholders Agreement") is 
hereby amended as follows: (i) the term "public company” as 
defined in Section 1.11 thereof, shall also include Atari Corp. 
from and after the date on which a public offering of common 
stock of Atari Corp. the net proceeds from which exceed 
$40,000,000 (a "Public Offering") is closed; and (ii) the 


term"Initial Offering", as used therein, shall mean a Public 


Offering as defined in clause (i) of this Paragraph 6. 


x * * 


The provisions of paragraphs 1 through 6 above shall survive 
any closing hereunder. 
* * * 

At a closing under either Paragraphs 10 through 12 or 
Paragraphs 13 through 18 below: 

76 Sellers and WCI shall surrender to Atari Corp. all 
securities, notes and warrants of Atari Corp. and Atari France 
‘S.A. originally issued to Sellers and WCI, and Atari Corp.shall 


Surrender all remaining WCI warrants issued pursuant to the 


9 


August 22, 1984 agreement among certain of the parties hereto. 
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Should it be not be feasible, for any reason, for the 
Atari France S.A. note(s) to be surrendered to Atari Corp., and 
such note(s) are paid by Atari France S.A. to PECF, Sellers 


andgWCI shall promptly reimburse Atari Corp. for the amount of 


such payment. 


8. The following provisions of the Assets Purchase 
Agreement shall continue in full force and effect and shall be 
enforceable in accordance with their respective terms: the 
preamle (to the extent not inconsistent with the specific 
provisions of this memorandum of agreement), Sections 6.2, , 
6.4 (iii)(but ending the last sentence thereof with the word 
"hereunder" in the fifteenth line thereof), 6.9, 6.10, 6.11, 
6.12, 8 and 10 (but “Shareholder” as defined in 10.1 (iii) 
shall be limited with respect to “Buyer” as used therein to 
Jack, Sam and Garry Tramiel and Gregory A. Pratt) and Exhibits 
A-1 and A-2, H, I (as amended as provided herein), J and K (the 
"Continuing Exhibits"). In addition, except as specifically 
limited elsewhere herein, the following other Existing 
Agreements shall continue in full force and effect and shall be 
enforceable in accordance with their respective terms: (i) the 
Escrow Agreement and all letter agreements with respect 
thereto; (ii) Partial Sale of Fonds de Commerce dated November 
13, 1985; (iii) Letter of Intent Concerning Allocation of Costs 
within Atari International (Italy) Inc. executed on or about 
March 14, 1986; and (iv) each agreement the forms of which are 
Continuing Exhibits, provided that (a) with respect to the 


Guaranty from WCI to Atari Corp (the form of which is attached 


as Exhibit H to the Assets Purchase Agreement) and the 
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Indemnity Agreement from Atari Corp. to WCI (the form of 
whichis attached as Exhibit J to the Assets Purchase Agreement ) 


the underlying obligations covered thereby shall be deemed to 


be modified to reflect the terms of this memorandum of 


agreement and tne resolution of disputes hereby; and (b) the 
Securityholders Agreement shall be deemed to be further amended 
as follows: 

(i) The terms “Newco Shares" and “Newco Warrants” as 
defined in 1.8 and 1.9 of said Agreement sheli be 
deemed to be amended to include either (a) the common 
shares of Atari Corp. to be issued to Sellers and WCI 
pursuant to Paragraph 11(B) below or (b) the 
Convertible Preferred Stock to be issued to Se:lers 
and WCI pursuant to Paragraph 15 below, assuming the 
conversion into 7.1 million shares of common stock 
(subject to increase or decrease for events occurring 
from the date hereof similar to the provisions 
contained in Section 9 of the Warrant Agreement 
("Equity Protection")} and the 7.1 million shares of 
Atari Corp. common stock (subject to Equity 
Protection) issuable on conversion of notes to be 
issued to Sellers and WCI Pursuant to Paragrach 17 
below. 

Atari Corp. represents to Old Atari that Atari Corp. 
has, prior to the date hereof, issued a total of not 
more than 3,200,000 shares of Atari Corp. common 


stock to employees of Atari Corp. other than to the 
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Principal Shareholder and his associates (as such 
term is defined in Section 1.2 of said Agreement). 
Section 2.5 (iii) shall be deemed to be amended to 
ratify such transactions and to authorize the future 
adoption of plans specified in section 2.5 (iii) 
pursuant to which aggregate grants, under all such 
plans, of up to a maximum of 1,000,000 additional 
shares of Atari Corp. common stock, or the equivalent 
(subject to Equity Protection), may be made to 
officers, directors or employees of Atari Corp. or 
its subsidiaries other than to the Principal 
Shareholder and his associates (as defined in said 
Agreement). 
Section 2.6 shall be deemed to be amended to except 
from the restrictions contained therein the sale by 
Gacry Tramiel of up to 50,000 shares of Atari Corp. 
common stock (subject to Equity Protection) under the 
"green shoe" provisions of an underwriting agreenent 
containing oversubscription rights in connection with 


a public offering of Atari Corp. common stock 


pursuant to Paragraphs 10 through 12 of this 


memorandum of agreement. 

Section 2.7 shall be deemed to be aniended so as to 
authorize the private offering described in Paragraph 
15 below. 

Section 3 shall be deemed to be amended to provide 


(a) that the registration rights afforded under said 


sien 


section shall apply only to shares of common stock 


of Atari Corp. and any other securities of Atari 
Corp. issuable upon the exchange or coriversion of 
such shares or in connection with any 
reclassification or recapitalization thereof (or the 
Capital stock of any corporation into with which 
Atari Corp. may be merged or consolidated and which 
capital stock is issued in exchange for common stock 
to Atari Corp.); and (b) that the registration 
rights afforded under said section shall be limited 
as follows: (1) during the period between six months 
and twelve months following the closing of an 
Initial Offering (as defined in Paragraph 6 above), 
Old Atari, WCI and/or their transferees shall have 
the right to register such number of shares of Atari 
Corp. common stock and other securities described in 
subsection (v)(a) above as Old Atari, WCI and/or 
their transferees may request, provided that such 
number of shares not exceed the number which Atari 
‘Corp.'s lead underwriter in its Initial Offering 
advises Old Atari, WCI and/or their transferees that 
in such underwriter's opinion can be sold without 
materially adversely affecting the market value of 
the publicly-held shares; (ii) during the period 


between twelve and twenty-four months following the 
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closing of an Initial Offering, Old Atari WCI 
and/or their transferees shall have the right to 
register up to 50% of their shares of Atari Corp. 
common stock and other securities described in 
subsection (v)(a) above; and (iii) after twenty 
four months following the closing of an Initial 
Offering, there shall be no limitations on the 
number of shares of Atari Corp. common stock and 
other securities described in subsection (v)(a) 
above which may be registered. 
Section 3.2 shall be deemed to be amended to 
clarify that Old Atari and other Registered 
Securityholders shall not have the Piggyback Rights 
specified in Section 3.2 if the proposed 
registrat.on is (a) the initial registration to be 


filed for Atari Corp. under the Securities Act and 


the only securities to be registered are a primary 


issuance by and for the account of Atari Corp. and 
shares held by employees to be sold under the 
*green shoe" provisions of an underwriting 

' agreement in connection therewith, or (b) a 
registration of an employee stock ownership, stock 
option, stock purchase or other employee incentive 
plan or arrangement adopted in the ordinary course 
of business, or (c) a registration of securities to 


be issued in exchange for securities or assets of, 
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or in connection with a merger or consolidation 
with, another corporation. 
Jack Tramiel represents to Old Atari that, prior to 
the date hereof, Jack Tramiel and the Other Current 
Shareholders (as defined in said Agreement) have 
not sold or otherwise disposed of (other than by 
gift) shares. of Atari Corp. common stock to any 
person other than an affiliate or associate (as 
such terms are defined in said Agreement) or ina 
transaction excepted under section 5.5 of said 
Agreement with the exception of sales of a total of 
150,000 shares of Atari Corp. common stock by Jack 
Tramiel to two individuals. Section 5.1 shall be 
deemed to be amended to ratify such sales. 
Section 5.5 (iii) shall be deemed to be amended to 
substitute for the entirety of said section: "to 


any sales by the Principal Shareholder up to an 


aggregate of 100,000 shares of Atari Corp. common 


stock (subject to Equity Protection) in any twelve 
month period or to any sales by any Other Current 
’ Shareholders (as such term is defined in said 

Agreement) up to an aggregate of 25,000 shares of 
Atari Corp. common stock (subject to Equity 
Protection) for each Shareholder in any twelve 
month period’. 

Except as otherwise specifically provided elsewhere herein, 


nothing contained in this paragraph shall affect the sale or 
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transfer of the Purchased Assets, the assumption of the Assumed 
Liabilities or the Bill of Sale (the form of which is attached 
as Exhibit B to the Assets Purchase Agreement) or the 
Assumption of Liabilities (the form of which is attached as 
Exhibit C to the Assets Purchase Agreement) which transactions 
and instruments shall survive except as modified hereby. There 
shall be no continuing obligations of any party under any of 
the Existing Agreements (including the Assets Purchase 
Agreement) except as provided above in this paragraph 8. 

9. The naskean shall each deliver general releases in 
standard Blumberg form, releasing all claims except for claims 
that may arise in the future under the Existing Agreements as 
they are modified herein or under this memorandum of agreement. 

* * * 

If a Public Offering shall close on or before August 
17,1987, the provisions contained in Paragraphs 10 through 12 
below shall also apply: 

10. A closing hereunder shall occur simultaneously with 
the closing of the Public Offering. 

ll. At the closing, Atari Corp. shall deliver to Sellers 
and WCI, as they shall designate: 

(A) $36,124,741.35 (including interest) plus, if the 


closing occurs after November l, 1986, $95,000 per month 


(prorated daily) from November 1, 1986 to the closing. 


Should the closing occur before November 1, 1986, there 
shall be deducted $95,000 per month (prorated daily) from the 


closing to November 1, 1986. 
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(B) 14,200,000 common shares of Atari Corp. (subject to 


Equity Protection). 


12. At the closing, or as soon thereafter as practicable, 


AIL shall convey to Atari Corp..good and marketable title 
(except for any liens resulting from Atari Corp. activities) to 
the Plant, unless there has been a prior disposition of the 
Plant pursuant to Paragraph 4 above. 

* * * 

If a Public Offering is not closed by August 17, 1987, the 
provisions contained in Paragraphs 13 through 18 below shall 
apply in lieu of Paragraphs 10 chrough 12 above. It shall be a 
condition of a closing under Paragraphs 13 through 18 below 
that Atari Corp. obtain Blue Sky qualifications under section 
25116 of the California Securities Law for the issuance of the 
notes to be issued in Pargraphs 14 and 17 below. Atari Corp. 
shall use its best efforts to obtain such cercificates. 

13. A closing hereunder shall occur on August 18, 1987. 

14. At the closing, Atari Corp. shall issue to Sellers and 
WCI, as they shall designate, $46,029,074.67 (including accrued 
interest) subordinated notes which notes shall mature June 
30,1994. Interest shall accrue at the rate of 17.0% per annum, 
compounded semiannually, from the date of issuance, and shall 
be partially paid on June 30 and December 31 of each year as 
follows: December 31, 1987...$2,406,474.91; June 30,1988 and 
every six months thezeafter...$3,255,818.99. Unpaid interest 


shall be added to principal. The notes shall be redeemable by 
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Atari Corp. for cash at a sliding scale in the redemption 
amounts (together with accrued interest thereon) set forth in 
Exhibit 4. 

15. At the closing, Atari Corp. shall issue to Sellers and 
WCI, as they shall designate, 700,000 shares of Convertible 
Preferred stock of Atari Corp. The preferred stock shall 
participate as to dividends and all other distributions as if 
it were converted into 7.1 million shares of common stock of 
Atari Corp. (subject to Equity Protection) immediately prior to 
the record date for such dividend or distribution. The 
preferred stock shall not be redeemable except by conversion as 
provided below, or, at the election of Atari Corp., on or after 
June 30, 1994 any outstanding shares of preferred stock may be 
redeemed by Atari Corp. at a price of $100 per share. The 
preferred stock shall have a liquidation preference in the 
amount of $100 per share. So long as Sellers or any other 
affiliate of WCI shall hold the preferred stock, Atari Corp. 
shall not issue any stock of Atari Corp. senior or pari passu 
to the preferred stock issued to the Sellers. 


Sellers shall have the right at any time to convert the 


preferred stock into 7.1. million shares of common stock of 


Atari Corp. (subject to Equity Protection). Upon an initial 
public offering by Atari Corp., or an offering to private 
investors of $25 million or more of common stock (not 
including any issuance by Atari Corp. of stock to creditors, 


suppliers or employees), Atari Corp. shall have the right to 


Protection). 
16. At the Closing, Jack Tramiel shal] invest $20 milli 
_in Atari-Corp. in cash or in market Value of negotiable 


Securities ang Shall receive a Secured Atari Corp. note 


Agreement Schedules Relive 

funds are Segregated by Atari Corp. ina manner acceptable to 
Sellers fully to secure Payment; Provided, however, that no 
Payment shall be made on Such note unless there is a 
Simultaneous Pro fata paynent On any Outstanding notes, 
including accrued interest thereon, issued by Atari Corp. unde 
Paragraph 17 below. Interest shal} accrue at the rate of 10.5 
Per annum from the date cf issuance of the note. No interest 


Shall be Payable on the note unless all interest concurrently 


or Previously @ue to Sel) 


Obtain a bank loan, 


Personally guaranteed by Jack Tramiel, in the amount of $20 
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million in cash in satisfaction of the above investment 
requirement, SO long as the bank loan has all of the same 
payment terms as to interest and principal as are specified 
above and the interest rate is not greater than 10.5% per annum. 

To the extent that the notes issued or to be issued by 
Atari Corp. pursuant to Paragraph 17 below are reduced by the 
disposition of the Plant as provided in Paragraph 4 above, the 
investment required by Jack Tramiel pursuant to this paragraph 


shall be reduced in a pro rata amount or notes issued to him 


therefor or a bank loan in lieu thereof shall be repaid in such 


amount. 

If prior to the closing, the notes to be issued to Sellers 
pursuant to Paragraph 17 below have been fully paid (including 
all interest thereon) , Jack Tramiel shall not be obligated to 
make the investment required under this paragraph. If prior to 
the closing, such notes have been partially paid, the 
investment by Jack Tramiel required under this paragrarh shall 
be reduced in a pro rata amount. 

17. At the closing, Atari Corp. shall issue to Old Atari 
and WCI, as they shall designate, $28, 339,348.25 in secured 
promissory notes of Atari Corp. maturing August 31, 1991. All 
such notes shall be secured on an equal and ratable basis, bear 
the same interest rate and interest payment terms as, and 
interest thereon and the principal thereof shall be repayable 
pari passu with, the note issued to Jack Tramiel pursuant to 


Paragraph 16 above. 


The first $15 million of such notes, including accrued 
interest thereon, shall be convertible at the option of holders 
to 7.1 million common shares of Atari Corp. (subject to Equity 
Protection). Within 20 days after notice by Atari Corp. of a 
proposed initial public or private offering as described in 
Paragraph 15 above which notice shall set forth the proposed 
terms of the offering, the holders of such notes shall notify 
Corp. whether they elect to convert the notes into such common 
shares, such election to be conditioned upon completion of the 
offering. If such holders so elect and such offering is not 
completed for any reason, all notes outstanding prior to such 
election, including accrued interest thereon, shall be returned 
to holders and such notes shall be deemed to have been 
outstanding at all times. If the holders of such notes do not 
elect to convert the notes into common shares at the aforesaid 
time, the conversion right will then expire. 

At such time as the neces issued by Atari Corp. pursuant to 
this paragraph have either (i) all been paid, including all 
interest thereon or (ii) the first $15 million of such notes 
(including ‘accrued interest) has been converted into common 
stock or the option to so convert such notes has expired and 
the remaining notes (including all interest thereon) have been 
paid, AIL shall convey to Atari Corp. title to the Plant, as 
specified in Paragraph 12 above. 


If, prior to a public offering pursuant to Paragraph 15 


above the amount due to Old Atari and WCI pursuant to this 
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paragraph is less than $15 million, WCI shall have the right 
to invest the balance up to $15 million and acquire said 
secured convertible promissory notes up to the time of a public 
offering. WCI's right to acquire such notes shall expire on 
August 31, 1991, so long as all notes issued pursuant to this 
paragraph, including all interest thereon, have been paid or 
converted on or before that date. 

18. Notwithstanding Paragraph 7 above, until completion of 
a public offering pursuant to Paragraph 15 above (i) the 
covenants contained in Sections 6.2 and 6.3 of the Debentures 
shall continue in full force and effect, all as if each of the 
Debentures were outstanding and continued to be held by the 
payee thereof (except that 6.3 shall be deemed amended to 
permit Atari Corp., in accordance with an employee's stock 
purchase agreement, to repurchase Atari Corp.'s shares from any 
employee whose employment has been terminated); and (ii) for 
purposes of the Securityholders Agreement, Sellers shall be 


deemed to hold, and there shall be deemed to be outstanding, 


the "Debt Securities” (as such term is defined therein). 


* * * 
This memorandum of agreement shall be governed and 
construed in accordance with the laws of the State of New York 
applicable to agreements made and to be performed entirely 


within such state. 


& * * 


This memorandum of agreement may be executed in two or more 


counterparts, each of which, when executed, shall be deemed an 


Original but all of which together shall constitute one and the 


same instrument. 


IN WITNESS WHEREOF, the parties have executed this memorandum 


of agreement as of Niranst 24 , 1986. 


Atari Corp. 


Atari Holdings, Inc. 


wf Usd, DP yon 


Warner Communications Inc. 


ATARI INTERNATIONAL (BELGIUM) INC. 
Dissolwed 4) vlS4 
cec 


ATARI INTERNATIONAL (ITALY) INC. 


By | HA fe \ { 42 


si ae (BENELUX) INC. 
4 


way 


ATARI INTERNATIONAL (HONG KONG) LTD 


ee (\ {3 iin : 


ATARI ELEKTRONIK VERTRIEBS GMBH 


Marten nsw EA Mose ry Duan, Sx. 
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SCHEDULE & 


EXISTING AGREEMENTS 


Assets Purchase Agreement 
Gated July 1, 1984 ("Assets Purchase 
Agreement") between Tramel Technology, 
Ltd. (°TTL") and Atari, Ine. ("Atari") 
and certain of its subsidiaries and 
affiliates (the “Selling Subsidiaries"), 
including Exhibits. 


Schedules to Assets Purchase Agreement, 
initialed by TTL and Atari, including 
the allocation of purchase price. 


Bill of Sale 
dated July 1, 1984 executed by Atari 
and the Selling Subsidiaries. 


Assumption of Liabilities 
dated July 1, 1984 executed by TTL. 


Warrant Agreement 
dated July 1, 1984 between TTL and 
Atari, including exhibits. 


Letters by Tramiel 
dated July 1, 1984 addressed to 
Manufacturers Hanover Trust Company, 
E.P. Hutton Company, Inc., Merrill, 
Lynch, Pierce, Fenner & Smith and Bank 
of America National Trust 6 
Savings Association, respectively, 
regarding the pledge of certain 
securities in favor of TTL pursuant 
to the Secured Demand Note. 


Exchange Agreement 
Gated July 1, 1984 by and between 
Warner Communications Inc. ("*WCI") 
and TTL, including exhibits. 


Warrant Agreement 
dated July 1, 1984 between WCI and TTL. 


Warrant Certificate 
of WCI dated as of July 1, 1984 evi- 
dencing 1,000,000 Warrants to purchase 
WCI common stock at $22 per share 
delivered to TTL. 


9% Subordinated Debenture 
Due July 1, 1996 of TTL in the principal 
amount of $25,000,000 issued to WCr. 


urityholders Agreement 
ae Guten July 1, 19864 among TTL, Atari and 
Tramiel. 


uaranty 
° pe July 1, 1984 by WCI to TTL. 


Indemnity 


dated July 1, 1984 by TTL in favor of 
wel. 


Intellectual Property Rights Heads of Agreement 
dated July 1, 1984 between Atari and TTL, 


- Opinion of Paul, Weiss, Rifkind, Wharton & 
Garrison dated July 1, 1984 addressed to TTL. 


Opinion of Schreiber & McBride 
‘ dated July 1, 1984 addressed to Atari. 


Partial Sale. of Fonds de Commerce 
dated November 13, 1985 


Escrow Agreement 
dated November 14, 1985 among Atari Corp., 
Old Atari and Schreiber ¢& McBride and all 
letter agreements with respect thereto. 


Letter of Intent Concerning Allocation of Costs 
within Atari International (Italy) Inc., 
executed on or about March 14, 1936. 


LIST OF OMITTED SCHEDULES AND EXHIBITS 
TO EXHIBIT 2.1 TO THIS REGISTRATION STATEMENT 


Schedule or 


Exhibit _ Description 


1.1 to 1.5 Sellers’ liabilities assumed by 
Registrant 


Sellers' liabilities assumed or 
retained by Atari Holdings, Inc. 


Sellers' liabilities the 
responsibility for which remains to be 
negotiated between Atari Holdings, 
Inc. and Registrant 


Redemption schedule for subordinated 
notes to be issued if public offering 
under this Registration Statement not 
consummated. 


ni mi 


Subject to Registrant's right to request confidential 
treatment pursuant to Rule 406 under the Securities Act of 
1933, Registrant agrees to furnish Supplementally a copy of any 
omitted schedule to the Securities and Exchange Commission upon 
request. 
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ASSETS PURCHASE AGREEMENT 


AGREEMENT, Gated July 1, 1984, by and among 
TRAMEL TECHNOLOGY, LTD., a Nevada corporation (the "Buyer"), 
ATARI, INC., a Delaware corporation (the "Seller"), certain 
subsidiaries of the Seller set forth on Exhibit A-1 and 
Productions et Editions Cinematographiques Francais S.A.R.L. 
("PECF") and Atari International (UK) Inc. ("UK"). (Such 
subsidiaries, together with PECF and UK, are hereinafter 
collectively referred to sometimes as the "Selling Subsidi- 
aries".) 

The Seller and the Selling Subsidiaries have 
heretofore collectively been engaged primarily in the 
business of designing, manufacturing and selling home com- 
puters and related software, consumer video games and game 
program cartridges and coin-operated electronic video games. 
The Buyer wishes to purchase from the Seller and the Selling 
Subsidiaries, and the Seller and the Selling Subsidiaries 
wish to sell to the Buyer, all of the assets, properties, 
rights and business of the Seller and the Selling Subsidi- 
aries, other than (i) cash and all amounts receivable from 
Warner Communications Inc. ("Seller's Parent"), or direct or 
indirect subsidiaries thereof, (ii) assets not related to 
the business described in the preceding sentence, (iii) all 
assets, properties, rights and business relating to the 


coin-operated video game business of the Seller and the 


Selling Subsidiaries (including, without limitation, coin-op 
distribution, arcades and amplifone), (iv) all assets, prop- 
erties, rights and business relating to the telephone and 
telecommunications business conducted by the Seller and the 
Selling Subsidiaries under the Atari-tel trade name, (v) all 
assets, properties, rights and business of the Seller relating 
to its Littletext division, (vi) any leasehold or other inter- 
ests in real property of the Seller or any Selling Subsidiary 
that are not reflected on the Real Estate Schedule (as defined 
below), and any improvements on such leasehold or Other inter- 
ests, (vii) accounts or notes receivable of the Seller or any 
Selling Subsidiary from past or present employees of the 
Seller or any Selling Subsidiary, (viii) stock of the Selling 
Subsidiaries, (ix) any automobile heretofore provided for the 
use of an executive officer of the Seller or of any Subsidiary 
who shall receive his automobile in connection with the ter- 
mination of his employment by the Seller, (x) all accounts 
receivable and other rights of the Seller under the agreement 
between the Seller and Odd Lot Trading Company, Inc. for the 


sale of discontinued cartridges and all cartridges reasonably 


identified to such agreement, (xi) all assets and shares of 


Stock owned by the Seller, or by a subsidiary of the Seller, 
in Atari Far East Limited and Atari Holding Ltd. (other than 


the shares of Atari Taiwan Manufacturing Corporation), 


(xii) the employment of those employees of the Seller or any 
Selling Subsidiary who are employed in the United States and 
are parties to individual employment agreements with the 
Seller or any Selling Subsidiary or Seller's Parent or who 
are employed outside the United States in senior executive or 
managerial positions and the related employment agreements 
with all of such persons and (xiii) all tax refunds and any 
interest thereon (all of such assets, properties, rights and 
business so excluded being hereinafter sometimes collectively 
called the "Excluded Assets"), with all liabilities related 
to the business acquired (except as otherwise specified in 
this Agreement), upon the terms and conditions of this 
Agreement. 


Accordingly, the parties agree as follows: 


1. Purchased Assets; Assumed Liabilities. The 


purchase price to be paid by the Buyer for the assets being 
purchased from the Seller and the Selling Subsidiaries 
hereunder has been determined by the parties based on the 
following: 

1.1 Purchased Assets. The assets being 
sold to the Buyer hereunder consist of all of the assets, 
properties, rights and business of the Seller and of the 
Selling Subsidiaries, including without limitation all trade 
receivables whether or not in litigation (except as included 


above in the Excluded Assets) and shares of Source Technology 


and all shares of stock held by the Seller or any Selling 
Subsidiary in any of the other Subsidiaries of the Seller 
listed in Exhibit A-2 (the “Other Subsidiaries"; the Selling 
Subsidiaries and the Other Subsidiaries being hereinafter 
sometimes collectively called the “Subsidiaries"), other 
than the Excluded Assets. (All of the assets, properties, 
rights and business being sold hereunder are hereinafter 


sometimes collectively called the "Purchased Assets.") 


1.2 Assumed Liabilities. The liabilities 


being assumed by the Buyer hereunder consist of all of the 
liabilities and obligations of the Seller and the Selling 
Subsidiaries to the extent existing on the cate hereof, 
other than: 

(i) liabilities and obligations aris- 
ing from litigation involving the Seller or any of the Sub- 
siciaries that is pending or threatened as of the date 
hereof; 

(ii) liabilities with respect to federal, 
state or foreign income taxes of the Seller or any of the 
Selling Subsidiaries to the date hereof; and 

(iii) liabilities and obligations with 
respect to accounts payable to Seller's Parent or to direct 
or indirect subsidiaries of Seller's Parent; 

(iv) liabilities with respect to bank 
indebtedness other than bank indebtedness of Atari Ireland 


Ltd.; and 


(v) liabilities and obligations arising 
from or relating to the Excluded Assets, including, without 
limitation all liabilities and obligations of any kind to 
those employees of Seller and the Subsidiaries referred to in 


clause (xii) of the introductory paragraph of this Agreement. 


(The liabilities assumed by the Buyer pursuant to this 
Agreement are hereinafter sometimes collectively referred to 
as the “Assumed Liabilities," and the liabilities described 
in paragraphs (i) through (iv) above are hereinafter some- 
times collectively referred to as the "Excluded Liabilities.") 
2. Capitalization of the Buyer. As of the date 
hereof, the Buyer has a total capitalization of not less 
than $75,000,000 (exclusive of any capital attributable to 
the transactions contemplated under this Agreement), which 
consists of (i) $1,000,000 of equity in the form of one 
million outstanding shares of Common Stock, par value $1.00 
per share of the Buyer (the “Common Stock"), representing 
cash contributions by the Buyer's shareholders, (ii) 
$29,000,000 representing the cash proceeds from issuing to 
Jack Tramiel (the "Principal Shareholder”) the same principal 
amount of non-interest bearing junior subordinated deben- 
tures, which shall be automatically converted into an 
aggregate amount of 29,000,000 shares of Common Stock (the 
"Convertible Junior Debenture") upon occurrence of the 
condition expressed therein, and (iii) a secured demand note 


ot the Principal Shareholder in the principal amount of 


12i 


$45,000,000, received by the Buyer for its issuance to the 
Principal Shareholder of the same principal amount of its 
junior subordinated debentures (the "Junior Debenture") each 
such instrument bearing interest at the same rate. The Con- 
vertible Junior Debenture and the Junior Debenture are 
Subordinated to the rights of general creditors of the 
Buyer, including the rights of the Seller under the Deben- 
tures (as detined below), and are in the form of the copies 
thereof heretofore delivered to the Seller. 

The Buyer represents and warrants that (i) all of 
the holders of its shares, the Convertible Junior Debenture 
and the Junior Debenture and their respective holdings are 
accurately set forth 2n the Buyer's security holders' list, 
a copy of which has heretofore been delivered to the Seller, 
and (ii) no event exists or is threatened which constitutes, 
Or which with the passage of time or the giving of notice 
Or both would constitute, a default or breach under the 
Convertible Junior Debenture or the Junior Debenture or 
under any agreement to which the Buyer is a party. 


3% Sale of Assets; Payment of the Purchase Price. 


3.1 Sale and Purchase. The Seller and the 


Selling Subsidiaries hereby sell, assign, transfer and deliver 


to the Buyer all of the Purchased Assets. In confirmation of 
the foregoing sale, assignment and transfer, the Seller and 
each of the Selling Subsidiaries are concurrently executing 


and delivering to the Buyer a Bill of Sale in the form of 


Exhibit B. As promptly as practical following the execution 
and delivery of this Agreement, the Seller shall deliver or 
cause to be delivered to the Buyer duly endorsed stock certif- 
icates representing all of the shares of the Other Subsidi- 
aries owned by the Seller or any of the Selling Subsidiaries. 
The Buyer hereby purchases all of the Purchased Assets from 
the Seller and the Selling Subsidiaries and assumes and agrees 
to discharge all of the Assumed Liabilities. In confirmation 
of the foregoing assumption, the Buyer is concurrently exe- 
cuting and delivering to the Seller an Assumption of Liabili- 
ties in the form of Exhibit C. 

3.2 Payment of the Purchase Price. In pay- 
ment of the purchase price, the Buyer is concurrently here- 
with delivering the following instruments to the Seller, on 
its behalf and on behalf of the Selling Subsidiaries: 

(A) subordinated debentures, dated the 
date hereof, in the form of Exhibit D (the "Debentures"), in 
the aggregate principal amount of $75,000,000, the terms and 
conditions of which shall be subject to change in the manner 
set forth therein, such that upon the issuance by the Buyer 
of additional debentures to public or institutional investors 
in connection with the Initial Offering (as defined in 
Section 6.1), the terms and conditions of the Debentures 


shall be the same as the terms and conditions most favorable 


to any investor in any such additional debentures; 


(B) a senior promissory note, dated 
the date hereof, in the form of Exhibit E (the "Promissory 
Note"), in the principal amount of $140,000,000; and 

(C) transferable warrants, dated the 
date hereof (the "Warrants"), issuable under the Warrant 
Agreement in the form of Exhibit F (the "Warrant Agreement"), 
entitling the Seller to receive 14,300,000 newly-issued 
Shares of Common Stock (subject to adjustment as therein 
Provided) at an exercise price of $2.08 per share (subject 
to adjustment as therein provided). 

3.3 Adjustment to Purchase Price. The 

Parties have agreed that the Seller and the Selling Subsidi- 
aries shall receive increased purchase price payments in an 
amount equal to the net proceeds (regardless of when received) 
from the disposition by the Buyer within six months after the 
date of this Agreement of fixed assets located in or about 
Sunnyvale, California, and acquired by the Buyer pursuant to 
this Agreement, up to a maximum amount equal to 50% of the 
depreciated book value on the books of the Seller of such 
fixed assets included in the Purchased Assets. Payment, if 
any, under this paragraph shall be made on a quarterly basis, 
commencing not later than 20 days after the end of the third 


month following the date of this Agreement, and shall be 


accompanied by a certificate of the Buyer's Chief Financial 


Officer detailing the sales of such fixed assets and the 
proceeds therefrom, if any (a "Financial Certificate"), 
Thereafter, quarterly Financial Certificates shall be pro- 
vided within 20 days after the end of each three-month period 
during which any amounts are received from the disposition of 
fixed assets, which are payable to the Seller hereunder, com- 
mencing with the first such period to occur following the 

end of the third month following the date of this Agreement. 
Each such quarterly Financial Certificate shali reflect the 
sales and the amount due to the Seller under this paragraph 
for such three-month period, which amount, absent manifest 


error, shall be binding upon the Buyer and the Seller. 


3.4 Distribution of Purchase Price. The 


purchase price shall be allocated and distributed among the 
Seller and the Selling Subsidiaries in the amounts, and 

in the manner, set forth in the Allocation Schedule being 
exchanged between the parties concurrently with execution. 


4. Representations and Warranties of the Seller. 


The Seller represents and warrants to the Buyer as follows: 
4.1 Due Incorporation and Qualification. The 

Seller and each Subsidiary is duly organized, validly exist- 

ing and in good standing under the laws of its respective 


jurisdiction of organization or incorporation, and has 


the corporate power and lawful authority to own, lease 
and operate its assets, properties and business and to carry 
on its business as now conducted. The Seller and each 
Subsidiary is qualified to transact business and is in 
good standing in each jurisdiction in which the nature of its 
business or location of its properties requires such qualifi- 
cation and in which the failure so to qualify could have a 
material adverse effect on the Seller or such Subsidiary or 
its assets, properties or business. ; 

4.2 Subsidiaries. Except as set forth in 
Exhibit A-1 or Exhibit A-2, the Seller is the owner of all of 
the issued and outstanding stock of each of the Subsidiaries. 

4.3 Tax Matters. The Seller and each Subsid- 
iary has filed all required tax returns, including, without 
limitation, excise tax, sales tax, use tax, gross receipts 
tax, franchise tax, value-added tax, employment and payroll 
related tax and property tax returns and has paid or pro- 
vided for all deficiencies or other assessments of tax, 
interest or penalties owed by it with respect to such 


returns. 


4.4 Compliance with Laws. The Seller and 


each Subsidiary has complied with all material federal, 


state, county, local and foreign laws, ordinances, regula- 


tions and orders applicable to it or its business. All 


material licenses, permits, orders or approvals of any 
governmental or regulatory body (coliectively the "Permits”) 
of the Seller and each Subsidiary are in full force and 
effect, no violations are or have been recorded in respect of 
any material Permit and no proceeding is pending, or to the 
knowledge of the Seller threatened, to revoke or limit any 
material Permit, except as set forth on the Claims and 
Litigation Schedule. 

4.5 Authority to Execute and Perform Agree- 
ments. Each of the Seller and the Selling Subsidiaries has 
the full legal right and power and ali authority and approval 
required to enter into, execute and deliver this Agreement 
ard to perform fully its obligations hereunder. This Agree- 
ment has been duly executed and delivered by the Seller and 
the Selling Subsidiaries and (assuming due execution and 
delivery by the Buyer) constitutes the valid and binding 
obligation of the Seller and each Selling Subsidiary enforce- 


able in accordance with its terms. 


4.6 Agreements. The schedule of agreements 


(the "Agreements Schedule") heretofore delivered by the Seller 
to the Buyer sets forth all of the following agreements to 
which the Seller or a Subsidiary is «a party or by or to which 
it or its assets or properties are bound or subject, other 


than agreements that relate solely to the Excluded Assets or 


other ajreements (except for agreements described under 
Clause (i) below, none of which is excluded) under which 


the obligations of the Seller or such Subsidiary do not 


exceed $25,000 in any one case or $1,000,000 in the aggregate 


(i) agreements with any labor union or association represent- 
ing any employee; (ii) agreements for the sale of video 
games, publications or other materials, supplies, equipment, 
merchandise or services (other than routine subscriptions 

for periodicals); (iii) agreements for the purchase or acqui- 
sition of services; (iv) distribution agreements; (v) author 
agreements, copyrigiit licenses, royalty agreements or similar 
agreements; (vi) warehousing, representative, management, 
marketing, sales agency, printing or advertising agreements; 
(vii) agreements for the sale of any of its assets or 
properties other than in the ordinary course of business or 
for the grant to any person of any preferential rights to 
purchase any of its assets or properties; (viii) joint 
venture agreements relating to the assets, properties 

or business of the Seller or a Subsidiary or by or to which 
the Seller or a Subsidiary or its assets or properties are 
bound or subject; or (ix) any other material agreement 
whether or not made in the ordinary course of business 

(other than those reflected on the Real Estate Schedule or 


the Employee Benefits Schedule (as those terms are defined 


below)). As of the date hereof all of the agreements set 
forth on the Agreements Schedule or elsewhere referred to in 
this Agreement are (except as reflected in the appropriate 
schedule) in full force and effect and the Seller or a 
Subsidiary has paid in full or reflected as liabilities and 
obligations in its books and records in accordance with 
generally accepted accounting principles used by the Seller 
in preparing its financial statements at December 31, 1983 
and March 31, 1984, its liabilities and obligations there- 
under, and neither the Seller nor any Subsidiary is in 
material default under any of them, nor is any other party to 
any such agreement in material default thereunder, nor does 
any condition exist which with notice or lapse of time or 
both would constitute a material default thereunder. Except 
as separately identified on the Agreements Schedule, neither 
the Seller nor any Subsidiary is a party to or bound by any 
agreement included in the Purchased Assets or Assumed 
Liabilities which either individually or in the aggregate 
Materially and adversely affects the assets, properties or 
businesses comprising the Purchased Assets, or which was 
entered into other than in the ordinary course of its 
business, except for contracts under which the maximum 


obligation of the Seller does not exceed $25,000 in any one 


case or $1,000,000 in the aggregate. 


4.7 Real Estate. The schedule of real estate 
(the "Real Estate Schedule") heretofore delivered by the 
Seller to the Buyer sets forth a list and summary descrip- 
tion of (i) all real property owned by the Seller or a 
Subsidiary included in the Purchased Assets; (ii) all 
leases, subleases or other agreements under which the Seller 
or a Subsidiary is lessor or lessee of any real property 
which is included in the Purchased Assets or Assumed Liabili- 
ties; and (iii) all options granted by the Seller or a 


Subsidiary or contractual obligations on the part of the 


Seller or a Subsidiary to sell or dispose of any interest 


in real property which is included in the Purchased Assets 

Or Assumed Liabilities. Such leases, subleases and other 
agreements are in full force and effect and neither the 
Seller nor any Subsidiary has received notice of any material 
default thereunder. The Seller covenants and agrees that in 
the case of the three properties identified on the Real Estate 
Schedule as "WCI Properties," the Seller will arrange for the 
Buyer to rent such properties for the same rental amounts 
that were in effect prior to amendment of the leases in con- 
nection with the sale by Seller's Parent of such properties 
through and until December 31, 1985, provided that during the 
period commencing July 1, 1985 and ending December 31, 1985 
such space shall be devoted exclusively to the use of the 


Buyer in the conduct of its business. 


4.8 Accounts and Notes Receivable. The 


Purchased Assets shall include accounts and notes receivable 
of the Seller and the Subsidiaries, representing bona fide 
obligations owing to them of not less thar $106.5 million 
(net of reserves) as of June 30, 1984, determined in accord- 
ance with generally accepted accounting principles applied 
consistently (including the calculation of reserves) with 
the accounting principles and practices used by the Seller 
in preparing its financial statements at December 31, 1983 
and March 31, 1984, and the reserves shall be not less than 
54% of the gross receivables at June 30, 1984, 

4.9 Inventory Valuation. The net inventory 
of the Seller and the Subsidiaries is in usable or Salable 
condition in the ordinary course of business. The amount of 
the net inventory determined as of June 30, 1984 pursuant to 
the procedures of Section 6.6 shall be not less than $218.8 
million. 

4.10 Intellectual Property. Except us set 
forth in the Claims and Litigation Schedule (as defined 
below), the Seller has no knowledge of any claim that the 
Seller or a Subsidiary is in violation of any material 
patents, copyrights or trademarks of any third party neces- 
Sary to the business acquired by the Buyer pursuant to this 
Agreement. 

4.11 Liens. The Seller or a Subsidiary, as 


the case may be, has good and marketable title to each of 


the assets and properties reflected on the Balance Sheet, 
free and clear of any lien or other encumbrance, except for 
(i) liens and encumbrances reflected on the Balance Sheet or 
the notes thereto or the Agreements Schedule or Real Estate 
Schedule; (ii) liens or other encumbrances securing taxes, 
assessments, governmental charges or levies, or the claims 
of materialmen, carriers, landlords and like persons, which 
are not yet due and payable; or (iii) minor liens or other 
encumbrances of a character which do not substantially 
impair the assets or properties of the Seller or a Subsi- 
diary or materially detract from its business. 

4.12 Accounts Payable. The Accounts Pay- 
able of the Seller and the Subsidiaries that are included 
in the Assumed Liabilities, shall not exceed $43,000,000 as 
of June 30, 1984. 

4.13 Accrued Liabilities. The accrued lia- 
bilities of the Seller andj the Subsidiaries, including, 


without limitation, accrued royalties, warranty claims, 


service obligations, commissions, severance payments with 


respect to employment on or prior to the date of this Agree- 
ment, bonuses and rebates as of the date of this Agreement, 
which are included in the Assumed Liabilities, shall not 
exceed $38 million as of June 30, 1984. In addition the 
Seller shall accrue a reserve of $9 million for purchase 


order commitments and a reserve of $16.3 million for non- 


accrued royalties as of June 30, 1984. The amounts reserved 
on the books and records of the Seller and the Subsidiaries, 
and included in their accrued liabilities, are adequate to 
cover any Assumed Liabilities with respect to employees as to 
whom the Buyer is assuming employment obligations for services 
performed prior to the date of this Agreement and with respect 
to the termination of Employee Benefit Plans as they relate 
to services by such employees through June 30, 1984, deter- 
mined in accordance with generally accepted accounting 
principles as used by the Seller in preparing its financial 
statements at December 31, 1983, including, without limita- 
tion, liabilities arising from terminations of employees, in 
accordance with applicable law or otherwise arising under any 
of the Employee Benefit Plans referred to in Section 4.18. 

4.14 Purchase Orders. The aggregate amount 
of all outstanding purchase order commitments assumed by the 
Buyer hereunder with respect to materials, supplies, equipment 
Or merchandise does not exceed $85,300,000. 

4.15 Fixed Assets. The aggregate amount of 
fixed assets included with the Purchased Assets as of June 30, 
1984, shall be not less than $36.1 million. The amount of 
such fixed assets shall be determined as follows (i) all 
fixed assets of Atari Ireland Ltd. and the land and buildings 


of Atari Taiwan Manufacturing Corporation shall be included 


at an amount equal to their net depreciated book value as of 


June 30, 1984, and (ii) all other fixed assets included in 
the Purchased Assets shall be included at an amount equal to 
(A) their net depreciated book value as of June 30, 1984 less 


$3,500,000, times (B) 50%. 


4.16 Other Assets and Other Liabilities. The 


aggregate amount of other assets (current and non-current ) 
included within the Purchased Assets, as of June 30, 1984 
Shall be not less than $22 million. The aggregate amount of 
liabilities other than current liabilities included within 
the Assumed Liabilities as of June 30, 1984 shall be not more 
than $27,000,000. 

4.17 Actions and Proceedings. Except as 
set forth in the schedule of claims and litigation (the 
"Claims and Litigation Schedule") heretofore delivered by 
the Seller to the Buyer, to the best of the knowledge of the 
Seller, there are no actions, suits, claims or legal, 
administrative or arbitration proceedings or investigations 
pending or threatened against, involving or affecting the 
Seller or a Subsidiary or any of the Purchased Assets which 
could be reasonably expected to have a material adverse effect 
on the Seller or a Subsidiary or any of the Purchased Assets 
and, to the knowledge of the Seller, there are no outstanding 
judgments, orders, writs, injunctions or decrees of any 
court, governmental agency or arbitration tribunal against or 
involving the Seller or a Subsidiary or any of the Purchased 
Assets which have had or will have a material adverse effect 


on the Seller or a Subsidiary or the Purchased Assets. 


4.18 Employee Benefit Plans. Except as set 
forth on the schedule of employee benefit plans (the "Employee 


Benefits Schedule") heretofore delivered by the Seller to the 
Buyer, neither the Seller nor any Subsidiary is a party to, 
nor makes or is required to make employer contributions to, 
any pension, profit-sharing, retirement, deferred compensa- 
tion, bonus, stock purchase, severance, hospitalization, 
medical insurance, life insurance, vacation policy or other 
employee benefit plan, program or arrangement (other than any 
informal program or arrangement for specific individual 
employees) maintained for the benefit of its employees (an 


"Employee Benefit Plan"). Each Employee Benefit Plan set 


forth or described on the Employee Benefits Schedule is in 


full force and effect in accordance with its terms and is in 
Material compliance with all applicable laws. Except as set 
forth on the Employee Benefits Schedule, the Seller and each 
Subsidiary has made or provided for all payments due to date 
with respect to employees of the Seller or such Subsidiary 
under each Employee Benefit Plan. No Employee Benefit Plan 
is subject to Title Iv of the Employee Retirement Income 
Security Act of 1974, as amended ("ERISA"); and no Employee 
Benefit Plan is a multiemployer plan within the meaning of 
section 3(37) of ERISA or section 414(£) of the Internal 
Revenue Code of 1954, as amended (the "Code"). To the 
knowledge of the Seller, the Seller and each Subsidiary has 


satisfied all material reporting and disciosure requirements 


applicable to it under the Code or ERISA, and the Department 
of Labor and the Internal Revenue Service regulations promul- 
gated thereunder, with respect to the Employee Benefit Plans 
that are “employee benefit plans” (within the meaning of 
section 3(3) of ERISA). Neither the Seller nor any Subsid- 
iary, sor, to the knowledge of the Seller, any other "party 
in interest" or "disqualified person" (within the meaning 

of section 3(14) of ERISA or section 4975(e)(2) of the 

Code, respectively) with respect to the Employee Benefit 
Plans that are "employee benefit plans," within the meaning 
of Section 3(3) of ERISA, has engaged in any "prohibited 


transaction," within the meaning of section 406 of ERISA or 


section 4975 of the Code, which could subject such Employee 


Benefit Plans, the Buyer, the Seller, a Subsidiary, any 
trustee, administrator or any other fiduciary of such 
Employee Benefit Plans, to any penalty or excise tax imposed 
On prohibited transactions by section 502(i) of ERISA or 
section 4975 of the Code. 

4.19 Insurance. The schedule of insurance 
policies and claims (the "Insurance Schedule") heretofore 
delivered by the Seller to the Buyer sets forth all policies 
or binders of fire, liability, workmen's compensation, 
vehicular or other insurance held by or on behalf of 
the Seller or a Subsidiary (specifying the insurer, the 
policy number or covering note number with respect to 


binders, and describing each pending claim thereunder of 
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more than $25,000). Such policies and binders are in 
full force and effect. Neither the Seller nor any Sub- 
Sidiary is in material default with respect to any provision 
contained in any such policy ee or has failed to 
give any notice or present any claim under any such policy 
or binder in due and timely fashion. Except for claims 
set forth on the Insurance Schedule, there are no outstand- 
ing unpaid claims under any such policy or binder. Neither 
the Seller nor any Subsidiary has received a notice of 
cancellation or non-renewal of any such policy or binder. 
The Seller has no knowledge of any inaccuracy in any appli- 
cation for such policies or binders, any failure to pay 
premiums when due or any similar state of facts which might 
form the basis for termination of any such insurance. 

4.20 No Broker. No broker, finder, agent 
or similar intermediary has acted for or on behalf of the 
Seller or a Subsidiary in connection with this Agreement or 
the transactions contemplated hereby, and no broker, finder, 
agent or similar intermediary is entitled to any broker's, 
finder's or similar fee or other commission in connection 
therewith based on any agreement, arrangement or understand- 
ing with the Seller or a Subsidiary or any action taken by 
the Seller or a Subsidiary. The Seller acknowledges that 
Lazard Freres & Co. has provided the Seller with financial 
services in connection with the transactions contemplated 


under this Agreement and that the Seller is responsible 
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for any fees of Lazard Freres & Co. with respect to such 


services. 


5. Representations and Warranties of the Buyer. 


The Buyer represents and warrants to the Seller and to each 


Subsidiary as follows: 


5-1 Due Incorporation. The Buyer is duly 


organized, validly existing and in good standing under the 


laws of the State of Nevada and has the corporate power 

and lawful authority to own its assets and properties and to 
Carry on its business as now conducted. The Buyer has only 
one authorized class or series of Common Stock, consisting 
of 50,000,000 authorized shares, par value $1.00 per share. 
The Buyer has delivered to the Seller a true and complete 
copy of its Certificate of Incorporation and By-laws to the 
Seller and no amendments or changes to either have been 
authorized by any corporate action, except for amendments to 
(i) change the name of the Buyer to "Atari Corp." and (ii) 
increase the amount of authorized capital stock to 75,000,000 
shares of common stock, par value $1.00 per share. 

5.2 Corporate Power of the Buyer. The Buyer 
has the full legal right and power and ali authority and 
approval required to enter into, execute and deliver this 
Agreement, the Debentures, the Promissory Note, the Warrant 
Agreement, the Junior Debenture and the Junior Convertible 


Debenture, to issue and deliver the Warrants delivered to the 


Seller pursuant to Section 3.2 hereof, and to perform fully 
its obligations under this Agreement, the Debentures, the 
Promissory Note, the Warrant Agreement, the Junior Debenture 
and the Junior Convertible Debenture. Each of this Agree- 
ment, the Debentures, the Promissory Note, the Warrant 
Agreement, the Junior Debenture and the Junior Convertible 
Debenture has been duly executed and deiivered and is the 
valid and binding obligation of the Buyer enforceable in 
accordance with its terms. The Warrants and all of the 
Seller's outstanding shares have been validly issued and are 
fully paid and non-assessable. 

5-3 No Broker. No broker, finder, agent 
Or similar intermediary has acted for or on behalf of the 
Buyer in connection with this Agreement or the transactions 
contemplated hereby, and no broker, finder, agent or similar 
intermediary is entitled to any broker's, finder's, cr 
Similar fee or other commission in connection therewith 
based on any agreement, arrangement or understanding with 


the Buyer or any action taken by the Buyer. 


6. Covenants and Agreements. The parties covenant 


and agree as follows: 

6.1 Maintenance of Capitalization. The Buyer 
shall endeavor to issue through one or more sales to the 
public or to institutional investors commencing such endeavors 


as promptly hereafter as reasonably possible, for an aggregate 


of additional $110,000,000 or more in cash, shares of its 
capital stock and/or subordinated debentures on which no 
principal payments shall be due prior to the tenth anniver- 


Sary hereof (the sale by the Buyer of such securities for 


$110,000,000 or more in cash being herein called the "Initial 


Offering"), and shall not retire or reduce its capitalization 
(i) except as expressly provide: in the instruments referred 
to in Section 2, in the form heretofore delivered to the 
Seller or (iii if its equity (including for such purpose the 
Junior Debenture or any equally subordinate substitute 
therefor) would, after such retirement or reduction, be less 
than $75,000,000. 

6.2 Consents. Each of the Buyer and the 
Seller agrees that if any agreement, including, without 
limitation, (i) an agreement reflected on the Agreements 
Schedule and (ii) any lease, sublease or other agreement 
under which the Seller or a Subsidiary is lessee of real 
property, may be terminated by one or more other parties to 
such agreement following the consummation of the transactions 
contemplated hereunder, unless such other party consents to 
Such transactions or waives the right to cause such termina- 
tion by virtue of such transactions, it shall use its best 
efforts to obtain any such consent or waiver. 

6.3 Insurance Policies. 

(i) The Seller shall cause its insurance 


policies on or related to the Purchased Assets and the Assumed 


Liabilities to include the Buyer and any subsidiaries of the 
Buyer owning any of the Purchased Assets as additional co- 


insureds thereunder, as their respective interests may appear, 


with respect to the Purchased Assets and Assumed Liabilities 


from the date hereof through -such date, not more than 90 Gays 
after the date hereof, on which the Buyer shall request the 
Seller (on not less than ten days' prior notice) to 2iscon- 
tinue such coverage. The Seller shall also use its best 
efforts to cause its medical, health and life insurance poli- 
cies for the benefit of its and the Subsidiaries' employees 
to continue to cover such persons (other than those employees 
who do not become employees of the Buyer as provided in the 
introductory paragraph of this Agreement) as they become 
employees of the Buyer as contemplated hereby. The Seller 
shall not be required to maintain such coverage (if available) 
through a date more than 90 days after the date hereof or 
after the Buyer shal! request (on not less inn ten days' 
prior notice) discontinuance of such coverage. The Buyer 
shall reimburse the Seller (or its parent) promptly after the 
receipt of invoices therefor for the cost of providing all 
coverage under this paragraph to the Buyer and its subsidi- 
aries and their respective employees for such periods. 

(ii) The Buyer shall, so long as requested 
by the Seller, include the Selier and the Subsidiaries as 


additional co-insureds, as their respective interests may 


appear, under such insurance policies that the Buyer May carry 
with respect to its business and the business of its predeces- 


sors; provided that the Seller shall reimburse the Buyer for 


its out-of-pocket costs for such additional coverage, 


6.4 Relief of Seller from Post Closing Liabil- 


(i) The Buyer acknowledges that certain 
ebligations of the Seller (the "Guaranteed Obligations") that 
are included in the Assumed Liabilities are guaranteed by 
the Seller's Parent. The Buyer covenants and agrees to use 
its best efforts to cause the Seller's Parent to be uncondi-~- 
tionally released from any obligation or liability with 
respect to all such guaranties and the Guaranteed Obligations. 
Certain of the Guaranteed Obligations and certain other 
obligations of the Seller that are included in the Assumed 
Liabilities are secured by bank letters of credit on which 
the Seller or the Seller's Parent or both are liable to the 
issuing bank. The Buyer shall, within 90 days after the 
date hereof, cause the Seller and the Seller's Parent to be 
released from all liability on such letters of credit or 
shall procure the issuance of new letters of credit on which 
the Seller and the Seller's Parent shall have no liability 
to replace those outstanding. If any amounts shall be drawn 
against any of the outstanding letters of credit or if the 
Seller shall be required tO pay any amount in connection 


with any of the Guaranteed Obligations, the Buyer shall 


promptly repay such amount to the Seller Or the Seller's 
Parent, as the case may be. 
(ii) If authorized by the Buyer, the 


Seller, any of the Subsidiaries or the Seller's Parent may, 


but shall not be Obligated to, pay any amounts to suppliers 


Or others after the date hereof as an acccmmodation to the 
Buyer to assist in the Orderly transition of the Seller's 
business. If the Seller, any Selling Subsidiary or the 
Seller's Parent make any such payments or if any of them in 
the ordinary course of business Shall have paid any amounts 
with respect to periods commencing after the date hereof to 
any of its employees who become employees of the Buyer or its 
subsidiaries, the Buyer shall reimburse the Seller or the 
Selling Subsidiary or the Seller's Parent for the fuli amount 
of such payment. 

(iii) The Seller and the Subsidiaries shall 
Pay all severance obligations (including all amounts payable 
under Employee Benefit Plans) to their employees who are 
excluded from the Purchased Assets under the introductory 
paragraph of this Agreement, even if the Buyer shall provide 
continued short-term employment to such persons after the 
date hereof, although the Buyer shall be solely responsible 
for all obligations to such persons with respect to their 
employment by the Buyer. The Buyer shall be responsible for 
Carrying out the severance of, and shall pay all severance obli- 


gations (including all amounts Payable under Employee Benefit 


Plans) to, other employees of the Seller and the Subsidiaries, 
whether or not any such employee shall hereafter perform ser- 
vices for the Buyer or for any Subsidiary the shares of which 
are purchased hereunder, but all such amounts through June 30, 
1984 shall be charged against the reserves therefrom on the 
books of the Seller and the Subsidiaries and, if such reserves 
shall be insufficient, the Buyer shall be indemnified against 
such excess as provided in this Agreement. 

6.5 Agreement with Alan Alda. The Seller 
acknowledges that the Buyer has not assumed any of the 
Seller's obligations under the existing agreement between 
the Seller and Alan Alda relating to advertising and promo- 
tional activity. The Buyer covenants and agrees that if 
Alan Alda does not elect to terminate such agreement within 
six months after the date of this Agreement, the Buyer shail 
thereafter make annual payments to the Seller of $1 million 
per annum, commencing on the first day of the seventh month 
following the date of this Agreement, and thereafter on each 


succeeding anniversary of such payment date through and 


until the eighth such anniversary. The Seller acknowledges 


that it shall remain liable for all of its obligations under 
Such agreement and that the benefits of such agreement shall 


inure to the Buyer. 


6.6 Inventory Determination. As promptly as 


practicable following the execution and delivery of this 
Agreement, the Buyer and the Seller shall cause a physical 
inventory as of June 30, 1984 to be taken jointly by account- 
ing representatives of the independent accounting firm engaged 
by each. The total cost to the Seller and the Subsidiaries 
of all the items reported in such inventory shall then be 
determined by such accounting firms in accordance with 
generally accepted accounting principles as used by the 
Seller in preparing its financial statements at December 31, 
1983, except that any reserve for inventory valuation, 
whether recorded prior to December 31, 1983 or subsequently, 
shall be excluded in determining cost. In’ connection with 


the taking of such physical inventory and the pricing thereof 


(including an increase in such physical inventory for the amount 


of anticipated returns, which shall be reflected at their 
estimated cost) the accountants shall give effect to the 
generally accepted accounting principles used by the Seller 
in preparing its financial statements at December 31, 1983 
and March 31, 1984. 

The difference between the total amount of such 
inventory as so determined (the "Gross Inventory") and $449 
Million shall be multiplied by an adjustment factor of 
48.73%. If the Gross Inventory shall exceed $449 million, 
the product of the foregoing calculation shall be added to 


the amount of inventory stated in Section 4.9 and if the 


Gross Inventory shall be less than $449, such product chall 
be subtracted from the amount of inventory stated in Section 
4.9. 

Not more than 90 days following the date of this 
Agreement the Buyer shall deliver to the Seller a joint cer- 
tificate signed by the accounting representatives of the 
Buyer and the Seller specifying the amount of the inventory 
as determined under this Section 6.6, the Gross Inventory and 
the amount by which the inventory stated in Section 4.9 is to 
be increased or decreased, as the case may be, and setting 
forth in reasonable detail the facts upon which such deter- 
Mination is based. Absent manifest error, the information 
set forth in such joint certificate shall be binding upon the 
Buyer and the Seller. 

Each of the Buyer and the Seller shall pay its own 
costs with respect to the taking of the inventory and the 


other services under this Section 6.6. 


6.7 Change in Business Practices by the Buyer. The 


Buyer has advised the Seller that it expects to make substan- 


tial changes in the operation of the business acquired here- 
under, commencing immediately after the closing on this date, 
Neither the Seller nor any Selling Subsidiary, as a holder of 
securities of the Buyer, shall have any claims against the 
Buyer by reason of any adverse effect such changes in the 


past policies and practices may have on the Purchased Assets 


and Assumed Liabilities, and the Buyer shall have no claims 
against the Seller or the Selling Subsidiaries by reason of 


any such effect, this Agreement having been based on the 


policies and practices of the Seller. 


6.8 Expenses of Sale. Each of the Seller and 


the Buyer agrees that it shall bear its own direct and 


indirect expenses incurred in connection with the negotiation 
and preparation of this Agreement and the consummaticn and 
performance of the transactions contemplated hereby. 

6.9 Consent to Jurisdiction and Service of 
Process. Any legal action, suit or proceeding arising out 
of or relating to this Agreement or the transactions contem- 
plated hereby may be instituted in the appropriate state 
court in the County of New York, State of New York, or in 
the federal district court for the Southern District of New 
York, and each party waives any objection which such party 
May now Or hereafter have to the laying of the venue of any 
such action, suit or proceeding, and irrevocably submits to 
the jurisdiction of any such court in any such action, suit 
Or proceeding. Any and all service of precess and any other 
notice in any such action, suit or proceeding shall be 
effective against any party if given by registered or 
certified mail, return receipt requested, or by any other 


means of mail which requires a signed receipt, postage 


prepaid, mailed to such party as herein provided. If for 
any reason such service of process by mail is ineffective, 
then the Buyer shall be deemed to have appointed Schreiber & 
McBride at its office as set forth in Section 10.3 and the 
Seller and the Selling Subsidiaries shall be deemed to have 
appointed Paul, Weiss, Rifkind, Wharton & Garrison, at its 
office as set forth in Section 10.3, or at such other 
address in New York, New York, as such agent shall hereafter 
furnish to the other party, as such party's authorized agent 
to accept and acknowledge on such party's behalf service of 
any and all process which may be served in any such action, 
Suit or proceeding. A party may at any time hereafter, by 
notice to the other party, appoint a new agent for process 
under this Agreement who has an office in the Borough of 
Manhattan. Nothing herein contained shall be deemed to 
affect the right of any party to serve process in any manner 
permitted by law or to commence legal proceedings or other- 
wise proceed against any other party in any jurisdiction 


other than New York. 


6.10 Further Assurances. Each of the parties 


shall execute such documents and other papers and perform 
such further acts as may be reasonably required or desirable 
to carry out the provisions hereof and the transactions 


contemplated hereby. Without limiting the foregoing, the 


parties acknowledge that many formal instruments of transfer 
in form acceptable for filing, recording or registering the 
Sale hereunder and the transfer of title to specific proper-~ 
ties included in the Purchased Assets remain to be prepared, 
executed and filed. The parties undertake to complete such 
documentation as expeditiously as reasonably possible so as 
fully to effect and record the sale hereunder. In particular, 
the parties shall hereafter use their best efforts to obtain 
and shall take no actions inconsistent with obtaining, the 
consent of the lending banks, applicable agencies and the 
Government of Ireland to the transfer to the Buyer (or a 
subsidiary of Buyer) and the continuation of the agceements 
currently existing between such persons and the Seller and its 
subsidiary, Atari Ireland Ltd., as part of the transfers 


contemplated under this Agreement. 


6.11 Access to Books and Records. The Seller 


and each Selling Subsidiary shall maintain ownership of its 
books and records, which shall be Excluded Assets hereunder. 
All or part of such books and records May be maintained in 
offices acquired by the Buyer under this Agreement for up to 
90 days after the date of this Agreement, at the Seller's 
election. The Buyer shall provide th. Seller with access to 
such books and records while they remain in the Buyer's 


offices. The Seller shall make such books and records 


available to the Buyer upon request for inspection or for 
any other reasonable purpose after their removal from the 
Buyer's offices. Each Party further agrees to make its 


personnel reasonably available to the other as required for 


the preparation of financial statements to and as of the 


date hereof and for the preparation of federal, state and 
foreign income and other tax returns relating to the Seller 
and the Subsidiaries and for services in connection with tax 
reporting requirements, tax audits, the resolution of tax 
disputes and litigation regarding tax matters relating to 
periods through the end of the current fiscal years of the 
Seller and the Subsidiaries and the Buyer. 

6.12 License Rights. To the extent that 
certain licensing arrangements under which the Seller or any 
Subsidiary has heretofore been entitled to use patents, 
copyrights, trademarks, know-how Or other intellectual or 
industrial property rights of third parties in its business 
May not be assigned or transferred without the consent of 
the licensors, the Seller hereby commits to use its best 
efforts to obtain such consents. If the Seller is unable to 
obtain the consent of any licensor, such license shall not 
be deemed to have been transferred as part of the Purchased 
Assets and the Seller shall continue to be liable as a 


licensee under the licensing agreement, provided that the 


Seller shall make available to the Buyer all of the benefits 
arising out of such licensing agreement and further provided 
that the Buyer shall be responsible for all costs relating 


to the licensing agreement and shall reimburse the Seller 


promptly for any costs actually incurred by the Seller in 


connection with such licensing agreement. If notwithstand- 
ing the best efforts of the Seller, a licensor cancels or 
terminates a license agreement as a result of the transac- 
tions contemplated under this Agreement, there shall be no 
adjustment to the value of any of the Purchased Assets and 
the Seller shall not have any obligation or liability to the 
Buyer as a result of such cancellation or termination, 
except to the extent set forth in Section 9.1(vii) of this 
Agreement. 

7. Other Documents and Agreements. Concurrently 
with the execution and delivery of this Agreement and the 
consummation of the transactions contemplated hereby, the 
following other documents shall be delivered, or agreements 
executed, as the case may be: 

7.1 Opinion of Counsel to the Seller. The 
Buyer shall receive the favorable Opinion of Paul, Weiss, 
Rifkind, Wharton & Garrison, counsel to the Seller, dated the 


date hereof, addressed to the Buyer, in the form of Exhibit G. 


7.2 Guaranty of Seller's Parent. The Buyer 


shall receive a guaranty in the form of Exhibit H by the 
Seller's Parent of the performance of ail obligations of the 
Seller to the Buyer hereunder. 

7.3 Securityholders' Agreement. The Buyer, 
the Seller and the Principal Shareholder shall have entered 
into an agreement in the form of Exhibit I. 

7.4 Indemnity of Seller's Parent. The Buyer 
shall deliver to the Seller's Parent an indemnity agreement in 
the form of Exhibit J, relating to the Guaranteed Obligations. 

7.5 Licensing Agreement. The Buyer and the 
Seller shall have entered into a reciprocal licensing agree- 
ment in the form of Exhibit kK, relating to (i) the use by 
the Buyer of the Seiler's name in the conduct of the Buyer's 


business and (ii) the licensing of certain video games. 


7.6 Sale by Selier's Parent of Warrants to 


Buyer. The Buyer and the Seller's Parent shall have entered 
into and executed an exchange agreement for the sale by the 
Seller's Parent of warrants to buy 1,000,000 shares of 
Common Stock of Selle's Parent in exchange for the issuance 
by the Buyer of $25,000,000 of subordinated debentures, in 
the form of Exhibit L. 


7.7 Opinion of Counsel to the Buyer. The 


Seller shall receive the favorable cpinion of Schreiber & 


McBride, counsel to the Buyer, dated the date hereof, 
addressed to the Seller, in the form of Exhibit M. 

8. Survival of Representations and Warranties 
of the Seller. Each of the Buyer and the Seller has the 
right to rely upon the representations, warranties, covenants 
and agreements of the other contained in this Agreement in 
connection with the transactions contemplated by this Agree- 
ment. All such representations and warranties shall survive 
the execution and delivery hereof, and shall thereafter term- 
inate and expire with respect to any theretofore unasserted 


Claim on December 31, 1985. 


9. Indemnification. 


9.1 Obligation of the Seller to Indemnify 


the Buyer. Subject to the limitations contained in Section 8 
and to the provisions of this Section 9, the Seller shall 
indemnify, defend and hold harmless the Buyer and any of its 
affiliates and assigns, on an after-tax, fully grossed up 
basis, from and against any losses, liabilities, damages or 
deficiencies (including interest, penalties and reasonable 
attorneys' fees and expenses) (*Losses") actually incurred 
or suffered by the Buyer or any of its affiliates or assigns 
arising out of or due to: 

(i) a breach of any representation, 


warranty, covenant or agreement of the Seller or a Subsidiary 


contained in this Agreement or in any Exhibit or Schedule 
hereto; 

(ii) any liability or obligation of 
the Seller or any Subsidiary not assumed by the Buyer 
Pursuant to this Agreement or in any Exhibit or Schedule 
hereto; 

(iii) any legal, administrative, arbitra- 
tion or other proceedings pending or threatened against the 
Seller or any Subsidiary at the date hereof or that are here- 
after commenced and relate to events that occurred prior to 
the sale hereunder; 


(iv) federal, state, local or foreign 


income taxes related to the Operations of Seller or any of 


the Subsidiaries through the date hereof; 
(v) any default by the Seller or a 

Subsidiary under an Employee Benefit Plan; 

(vi) noncompliance by the Seller and the 
Subsidiaries with any bulk sales or similar law; and 

(vii) any liability or obligation to any 
third party to any contract or agreement to which the Seller 
or any Subsidiary is a party resulting from the failure of 
the Seller or the Subsidiary to obtain any required consent 
of such third party to the assignment of such contract or 


agreement to the Buyer pursuant to this Agreement; provided 


that the Seller and the Subsidiaries shall have no liability 
Or obligation to the Buyer for any other damages that the 
Buyer may suffer solely because of the termination of any 
such agreement by any such third party on such grounds. 

9.2 Obligation of the Buyer to Indemnify the 
Seller. The Buyer shall indemnify, defend and hold harmless 
the Seller, any of its affiliates or assigns, on an after- 
tax, fully grossed up basis, from and against any Losses 
actually incurred or suffered by the Seller or any of its 
affiliates or assigns arising out of or due to (i) a breach 


of any representation, warranty, covenant or agreement of 


the Buyer contained in this Agreement or any Exhibit or 


Schedule hereto; and (ii) any liability or obligation 
assumed by the Buyer pursuant to this Agreement or in any 
Exhibit or Schedule hereto. 

9.3 Notice and Opportunity to Defend. If 
any party (the "Indemnitee") receives notice of any claim 
Or other commencement of any action or proceeding (an 
"Asserted Liability") with respect to which any other party 
(or parties) is obligated to provide indemnification (the 
"Indemnifying Party") Pursuant to Section 9.1 or 9.2, the 
Indemnitee shall promptly give the Indemnifying Party notice 
thereof. Such notice shall describe the Asserted Liability 
in reasonable detail, and shall indicate the amount (esti- 


mated if necessary) of the Loss that has been or may be 


sustained by the Indemnitee. Such notice shall be a 
condition precedent to any liability of the Indemnifying 
Party under the provisions for indemnification contained in 


this Agreement. The Indemnifying Party may elect to compro- 


mise or defend, at such Indemnifying Party's own expense and 


by such Indemnifying Party's own counsel, any Asserted 
Liability. If the Indemnifying Party elects to compromise 

or defend such Asserted Liability, it shall within 30 days 
(or sooner, if the nature of the Asserted Liability so 
requires) notify the Indemnitee of its intent to do so, and 
the Indemnitee shall cooperate, at the expense of the 
Indemnifying Party, in the compromise of, or defense against, 
such Asserted Liability. If the Indemnifying Party elects 
not to compromise or defend the Asserted Liability, or fails 
to notify the Indemnitee of its election as herein provided, 
the Indemnitee may pay, compromise or defend such Asserted 
Liability. Notwithstanding the foregoing, neither the 
Indemnifying Party nor the Indemnitee may settle or compro- 
mise any claim over the objection of the other, provided, 
however, that consent to settlement or compromise shall not 
be unreasonably withheld. In any event, the Indemnitee and 
the Indemnifying Party may participate, at their own expense, 
in the defense of such Asserted Liability. If the Indemni- 


fying Farty chooses to defend any claim, the Indemnitee 


shall make available to the Indemnifying Party any books, 
records or other documents within its control that are 
necessary Or appropriate for such defense. 

9.4 Limitations on and Manner of Indemnifi- 
cation. Anything in this Agreement to the contrary notwith- 


Standing: 


(i) no indemnification shall be due to \ 


the Buyer pursuant to Sections 9.1(i) or 9.1(ii) until the 
aggregate value of the amounts that the Buyer would other- 
wise be entitled to receive as indemnification under such 
Sections, before consideration of any tax effects, would 
exceed $500,000, at which time the Buyer shall be entitled 
to receive such excess and any subsequent indemnity payments 
in full; 

(ii) if the amount by which the sum of 
the assets set forth in Sections 4.8, 4.9 (as adjusted 
pursuant to Section 6.6), 4.15 and 4.16 exceeds the sum of 
the liabilities set forth in Sections 4.12, 4.13 and 4.16, by 
$250 million or more, then the Seller shall not be in breach 
of any of its representations and warranties related to the 
amount of assets or liabilities hereunder. If such differ- 
ence is less than $250 million (the "Deficiency"), the Seller 
shall be in breach and shall satisfy and remedy such breach 


as provided below. The Deficiency shall be multiplied by an 


adjustment factor of .95 and the principal amounts of the 
Promissory Note and the Debentures shall be reduced in an 
aggregate amount equal to the product of such computation, 


allocated 52% to the principal amount of the Promissory Note 


and 48% to the principal amount of the Debentures. The 


Seiler shail cause the Promissory Note and the Debentures (or 
other debentures substantially identical thereto) to be 
delivered to the Buyer for cancellation and the Buyer shall 
forthwith issue new securities in identical form to those 
Surrendered except for the reduction in principal amount in 
accordance with this paragraph; 

(iii) unless and until thereafter cured, 
the Indemnifying Party shall not be required to make any 
indemnity payment to the Indemnitee at any time when the 
Indemnitee is in breach of any of its material covenants to 
the Indemnifying Party under this Agreement or if Indemni- 
tee's failure to perform any one or more of its covenants 
under this Agreement shall have contributed materially to 
the incurrence or the amount of such Loss; and 

(iv) the amount of the Indemnitee's Losses 
shall be determined after giving effect to any tax benefits 
realized or to be realized by the Indemnitee in connection 


therewith. 


10. Miscellaneous. 
10.1 Certain Definitions. As used in this 
Agreement, the following terms have the following meanings 
unless the context otherwise requires: 

(i) “affiliate” with respect to any 
person, means and includes any person controlling, controlled 
by or under common control with such person. 

(ii) “document or other papers" means 

and includes any document, agreement, instrument, certificate, 
notice, consent, affidavit, letter, telegram, telex, statement, 
schedule (including any Schedule to this Agreement), exhibit 
(including any Exhibit to this Agreement) or any other paper 
whatsoever, 

(iii) "knowledge" means, with respect to 
the Buyer or Seller, the actual knowledge of any officer, 
director or shareholder of such person. 


(iv) “lien or other encumbrance" means 


and includes any lien, pledge, mortgage, security interest, 


claim, lease, charge, option, right of first refusal, easement 
Or any other encumbrance whatsoever. 

(v) "person" means any individual, corpora- 
tion, partnership, firm, joint venture, association, joint-stock 
company, trust, unincorporated organization or other entity. 


(vi) “property” means real, personal or 


mixed property. 


10.2 Publicity. No publicity release or 


announcement concerning this Agreement or the transactions 


contemplated hereby shall be issued without advance approval 


of the form and substance thereof by the Seller and the 
Buyer, except as such announcement may be required under 
applicable securities laws and regulations, in which event 
the Seller or the Buyer, as the case may be, shall notify 
the other before any announcement is made. 

10.3 Notices. Any notice or other communi- 
cation required or which may be given hereunder shall be in 
writing and shall be delivered personally, telegraphed or 
postage prepaid, and shall be deemed given when so delivered 
personally, telegraphed or telexed, or if mailed, two days 
after the date of mailing as follows: 

(i) if to Buyer, to: 
Tramel Technology, Ltd. 


1265 Borregas 
Sunnyvale, California 94789 


Attention: Sam Tramiel, President 
with a copy to: 

Schreiber & McBride 

30 Park Avenue 

New York, New York 10016 


Attention: Leonard I. Schreiber, Esq. 


if to Seller, to: 

Atari, Inc. 

c/o Warner Communications Inc. 

75 Rockefeller Plaza 

New York, New York 10021 

Attention: General Counsel 

with a copy to: 

Paul, Weiss, Rifkind, Wharton & Garrison 

345 Park Avenue 

New York, New York 10154 

Attention: Peter R. Haje, Esq. 

10.4 Entire Agreement. This Agreement 

(including the Exhibits and Schedules hereto) contains the 
entire agreement among the parties with respect to the 
purchase of the Purchased Assets and related transactions 


and supersedes all prior agreements, written or oral, with 


respect thereto. 


10.5 Waivers and Amendments. This Agreement 


may be amended, modified, superseded, cancelled, renewed or 
extended, and the terms and conditions hereof May be waived 
only by a written instrument signed by the parties or, in the 
case of a waiver, the party waiving compliance. No delay on 
the part of any party in exercising any right, power or 
privilege hereunder shall operate as a waiver thereof. No 
waiver on the part of any party of any right, power or 
privilege hereunder, nor any single or partial exercise of 
any right, power or privilege hereunder, shall preclude any 


other or further exercise thereof or the exercise of any 


other right, power or privilege hereunder. The rights and 
remedies herein provided are cumulative and are not exclusive 
of any rights or remedies which any party may otherwise have 


at law or in equity. The rights and remedies of any party 


arising out of or otherwise in respect of any inaccuracy in 


or breach of any representation, warranty, covenant or 
agreement contained in this Agreement shall in no way be 
limited by the fact that the act, omission, occurrence or 

Other state of facts upon which any claim of any such inaccur- 
acy or breach is based may aiso be the subject matter of any 
other representation, warranty, covenant or agreement contained 
in this Agreement (or in any other agreement between the 
parties) as to which there is no inaccuracy or breach. 

10.6 Governing Law. This Agreement shall be 
governed and construed in accordance with the laws of the 
State of New York applicable to agreements made and to be 
performed entirely within such State. 

10.7 No Assignment. This Agreement is not 
assignable except by operation of law. 

10.8 Variations in Pronouns. All pronouns 
and any variations thereof refer to the masculine, feminine 
or neuter, singular or plural, as the ie€entity of the person 


Or persons may require. 


10.9 Counterparts. This Agreement may be 
executed in two or more counterparts, each of which shall be 
deemed an original but all of which together shall constitute 
one and the same instrument. 

10.10 Exhibits and Schedules. The Exhibits 
and Schedules to this Agreement are hereby made a part of 
this Agreement as if set forth in full herein. 

10.11 Headings. The headings in this Agreement 
and in the Table of Contents are intended solely for convenience 
of reference and shall be given no effect in the interpretation 


of this Agreement. 


IN WITNESS WHEREOF, the parties have executed this 


Agreement on the date first above written. 


TRAMEL TECHNOLOGY, LTD. 


By 


ATARI, INC. 


SELLING SUBSIDIARIES 


ATARI INTERNATIONAL (BELGIUM) INC. 


ir A ~‘ \G 


ATARI INTERNATIONAL (ITALY) INC. 


oes ewes 


ATARI INTERNATIONAL (BENELUX) INC. 


I 


oo 
om 


v 
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By 


ATARI INTERNATIONAL (HONG KONG) LTD, 
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rn \ 
' 
' 


tite 


ATARI ELEKTRONIK VERTKIEBS GMBH 
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PRODUCTIONS ET EDITIONS 
CINEMATOGRAPHICUES 
FRANCAIS S.A.R.L. 


oe Se pees 


ATARI INTERNATIONAL (UK), INC. 


AR. Cases 


ATARI SALES CORP. 
By es e. oid 
ATARI IRELAND LTD. 
pe | cee 
aes 
Oe eet eee eS 


ATARI CLUBS, INC. 


oF 2 ele es 


LIST OF OMITTED SCHEDULES AND EXHIBITS 
TO EXHIBIT 2.2 TO THIS REGISTRATION STATEMENT 


Schedule or 


Exhibit r ipti 


A-1 Subsidiaries of Atari, Inc., Atari 
Holding Ltd., and Atari Far East Ltd. 
selling assets to Registrant 


Other subsidiaries of Atari, Inc. or 
any Selling Subsidiary whose capital 
Stock was sold to Registrant 


Form of Bill of Sale evidencing sale 
ef assets to Registrant 


Form of Assumption of Liabilities by 
Registrant 


Form of Debenture by Registrant to 
Atari, Inc. 


Form of Promissory Note by Registrant 
to Atari, Inc. 


Form of Warrant Agreement py 


Registrant to Atari, Inc. 


Form of Opinion of Counsel to Seller 


Form of Guaranty of Warner 
Communications, Inc. 


Form of Registrant's Indemnity of 
Warner Communications Inc. for certain 
liabilities assumed by Registrant 


Form of Exchange Agreement for sale by 
Warner Communications Inc of Warrants 
to purchase shares of its stock for 
subordinated debentures of Registrant 


Form of Opinion of Counsel to 
Registrant 


Allocation 
Schedule 


Agreements 
Schedule 


Real Estate 
Schedule 


Claims and 
Litigation Schedule 


Employee Benefits 
Schedule 


Insurance 
Schedule 


Allocation of purchase price among 
selling entities 


Material agreements of Atari, Inc. 
or any subsidiary 


Real property owned or leased by 
Atari, Inc. or any subsidiary thereof 
and included in assets or liabilities 
acquired by Registrant 


Claims and litigation pending or 
threatened against Atari, Inc., any 
subsidiary thereof or the assets 
acquired 


Employee benefit plans of Atari, Inc. 
and any subsidiary thereof 


Insurance policies of Atari, Inc. or 
any subsidiary thereof 


Agreement to Furnish Omitted Schedules 


Subject to Registrant's right to request confidential 
treatment pursuant to Rule 406 under the Securities Act of 


1933, Registrant agrees to furni 
omitted schedule to the Securiti 


request. 


Sh supplementaily a copy of any 
es and Exchange Commission upon 


VT634D(2) (Tr. 30) 
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AGREEMENT 


among 
TRAMEL TECHNOLOGY, LTD. 
ATARI, INC. 


and 


Shy. $Me. 


JACK TRAMIEL 


We dqres a. we ratae’. Jamar’) 06 


a a a ee 
July 1, 1984 


———————————————————————___——___ 
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AGREEMENT 
—_—— 7 


ef July, 1984, among TRAMEL TECHNOLOGY, LTp., a Nevada 
eerporation ("Newco"), JACK TRAMIEL, the holder of 250,000 
, @etstanding shares of common Stock of Newco and $29 million 
reer amount of junior convertible debentures ©f Newco 
ae "Principal Shareholder"), and ATARI, INC., a Delaware 
eerporation ("Oldco"), 


Oldco and the Principal Shareholder are sometimes 


Bereinafter collectively Called the "Securityholders" and 


iadividually a "Securityholder". 


"Newco Common Stock"); (ii) $75,000,000 
Pincipa) amount of 93% 


7000 Principal 
the Notes and the Deben- 


herein as the "pebt 
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The Assets Purchase Agreement contemplates that 
evzo will endeavor through one or more sales to public or 


‘gastitutional investors or both to raise an aggregate of an 


In addition to the Newco Securities issued to Oldco 


= er certain subsidiaries or affiliates, the Only securities 


that Newco currently has outstanding or is obligated or 
coamitted to issue are: (i) 1,000,000 Shares of Newco Common 
Stock, all of which are Outstanding and owned by the Principal 
Shareholder and certain of his colleagues (the "Other Current 
Shareholders"), as set forth on Exhibit A, and for which the 
Principal Shareholder and the Other Current Shareholders paid 
Bewco $1,000,000 in cash; (ii) $29,000,000 principal amount 
of junior convertible debentures of Newco, all of which were 
issued to the Principal Shareholder for a like amount of cash 
and are automatically convertible into 29,000,000 shares of 
Newco Common Stock upon the expiration of the waiting period 
-8nder the HSR Act (as defined below) for the acquisition by 
the Principal Shareholder of 50% or more of the Outstanding 
YOting securities of Newco; and (iii) $45,000,000 principal 
™ount of junior debentures of Newco, all of which were 

iSsueq to the Principal Shareholder for a demand promissory 
*ete of the Principal Shareholder in a like aggregate prin- 


Sipa) amount and secured by certain marketable securities. 


Newco and the Securityholders desire to provide 
certain assurances to each other concerning the protection 
of the Securityholders' investments in Newco and concerning 
the manner in which the affairs of Newco will be conducted 
and to provide for the manner in which Newco Shares may be 


held and disposed of. 


NOW, THEREFORE, in consideration of the mutual 
covenants and agreements herein set forth the parties hereto 


agree as follows: 


1. Definitions. When used in this Agreement, the 


following words or phrases have the respective meanings set 
forth below: 

1.1 "affiliate" with respect to any person 
shall mean any other person controlling, controlled by or 
under common control with such person. 

1.2 “associate” when used to indicate a rela- 
tionship with any person, shall mean (1) a corporation or 
Other entity of which such person is a director, officer or 
Partner or is, directly or indirectly, the beneficial owner 
of 10% or more of any cuass or equity securities, (2) any 
trust or other estate in which such person has a substantial 
beneficial interest or as to which such person serves as 


trustee or in a similar capacity, and (3) the Spouse or any 


perent, child, sibling, mother- or father-in-law, son- or 
gavghter-in-law or brother- or sister-in-law of such person, 
oer any corporation or other entity in which any such relative 
4s a director, officer or partner or directly or indirectly 
ene beneficial owner of 10% or more of any class of equity 
gecurities. 

1.3 “control” (including the terms "“control- 
ling,” “controlled by” and “under common control with") shall 
pean the possession, direct or indirect, of the power to 
¢irect or cause the direction of the management and policies 
of a person, whether through the ownership of voting securi- 
eles, by contract, or otherwise. 

1.4 "equity security” shall mean any equity 
security (as such term is defined in Rule 405 promulgated 
under the Securities Act) 

1.5 “Exchange Act" shall mean the Securities 
&zchange Act of 1934, as amendec, and the rules and regula- 
tions promulgated thereunder. 

1.6 "HSR Act” shall mean the Hart-Scott-Rodino 
Antitrust Improvements Act of 1976, as amended, and the rules 
&d regulations promulgated thereunder. 


y Wr "involuntary transfer" shall mean, with 


Fespect to any Newco Shares or Newco Warrants that are 


"sbject to this Agreement, any transfer, proceeding or action 
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by or in which a person shall be deprived or divested of his 
right, title or interest in or to any such securities without 
such person, prior to such transfer having evidenced his 
voluntary intent to effect such change (including, without 
limitation, any seizure under levy of attachment or execution, 
sale at foreclosure or other transfer in the exercise of 
rights of a secured party, or transfer in connection with 
bankruptcy or other court proceeding te a trustee in bank- 
ruptcy or receiver or other officer or agency and any reten- 
tion of any such securities by a secured party in satisfac- 
tion of a debtor's Obligation, effective immediately upon the 
expiration of the debtor's time to object to any post-default 
Proposal of the secured Party so to retain any such securities 
or upon the post-default waiver by the debtor of its right to 
teceive such notice), but shall not include any transfer as a 
result of the death or incompetence of such person. 

1.8 "Newco Shares" shall mean all or any of 
the shares of capital stock of Newco, of any class now or 
hereafter existing, including without limitation the Newco 
Common Stock (or the capital stock of any other corporation 


into or with which Newco may be merged or consolidated and 


which capital Stock is issued in exchange for capital stock 
in Newco), 


"Newco Warrants" 
—————terrants 


1.10 "person" Shall mean any individual, cor- 
poration, Partnership, 9roup (as such term is useg 
joint venture, 
trust, unincorporated 


Organization, governmental or regulatory body or Other 


1.91 "public company" shal] mean a Corporation 


the Shares of common stock Of which (i) 


entity. 


York or American 


the NASDAQ System, 


"Securities Act" shalj mean the Securi- 
tes Act 


ties Act of 1933, as amended, and the rules ang regulations 


Promulgateg thereunder. 
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1.14 "Securityholder" Shall mean Oldco, the 
Principal Shareholder and each subsequent owner of Newco 


Shares or Newco Warrants who becomes, or who is required to 


become, as provided herein, a party to this Agreement. 


1.15 "transfer" shall mean sell, assign, con- 
vey, donate, transfer or Otherwise dispose of, or contract to 


transfer, 


2s Cc 


ertificate of Incorporation and By-Laws; 
Certain Corporate and Individual Action. 


2.1 Certificate of Incorporation, The Certifi- 
a ncorporation 


cate of Incorporation of Newco is in the form annexed hereto 
as Exhibit B. No amendment to the Certificate of Incorpora- 
tion of Newco has been authorized by any corporation action, 
except amendments to change Newco's name to "Atari Corp” and 


to increase its Common Stock Up to 75,000,000 shares, par 


Value $1.00 per share. 


2.2 By-laws. The By-laws of Newco as in 


effect at the date hereof are in the form annex 


ed hereto as 
Exhibit Ce 


No amendment to such By-laws has been authorized 


by any Corporation action. 


2.3 Prior Notice of Shareholder Action. The 
nae areholider Action 


Principa} Shareholder shall not give an 


y written consent to 
@ny cor 


Porate action unless the other Securityholder(s) shall 


have been given at least ten days’ Prior written notice of 


the Proposed action or Shall have waived Such notice in 


No record date Shall be 
or a meeting of Newco's Shareh 


Olders unless at least 
ten days' i i 


Securities Of Newco, 
the HSR Act, 


r Shall have 
expired or te the Principal Shareholder Shall sur- 


rtible Debenture Of Newco for a 


The Principal 


ransfer his Junior Convertible Deben- 


Out the Consent of Oldco,. 
£ Newco Common Stock iss 


2.5 Amendments and 


NS Of the Certificate 
By-laws of Newco, 


Permit Newco to take any of the follow 


of Incorporation or the Parties Shall not 


ing actions unless 
it shal} have been @pproyv 


(i) Amend Newco's Certifi 


cate of Incor- 
Poration or By-laws, Other than to 


increase its Common Stock 
uP to 75,000,000 Shares, par value 


$1.00 per Share or Change 
“Atari Corp."; 6 


its name to r 


Approve any merger, Consolidation, 


ally alj the assets or the dissolu- 
tion of Newco; 


(iii) Authorize the adoption Of one or 
more employee Stock Option, stock bonus, 


Stock @*PpPpreciation, 
Phantom Stock or Other 


more than 1,000,000 shares of Newco common stock, or the 
equivalent thereof, may be made. 

2.6 Restriction on Sale in Relation to Public 
Offering. Subject to the provisions of Section 3, at the 
request of Newco, each Securityholder shall consent in writing 
not to.sell in a public sale any of his Newco Shares or 
Newco Warrants during the pendency of any offering by Newco 
of its equity securities registered under the Securities Act 
and for such period, not to exceed six months, following the 
closing date thereof as may be recommended by the managing 
underwriter of such offering. The Principal Shareholder 
represents that the Other Current Shareholders have agreed 


to the same restriction on the sale of their Newco Common 


Stock. The Securityholders covenant that they shall obtain 


agreement to the same restriction from any transferee of 
their respective Newco Shares or Newco Warrants in a private 
placement thereof. 

2.7 Restriction on Sales Prior to Public 
Offering. Prior to the completion of the Initial Offering 
(as such term is defined in the Assets Purchase Agreement), 
no Newco Shares shall be issued other than pursuant to (i) 
the Initial Offering or (ii) an employee benefit plan con- 


templated by clause (iii) of Section 2.5. 


Registration Rights in Newco Securities, 
Pe Requested Registrations. 


(a) Request Procedure. Oldco and/or any 
person who has acquired Newco Shares or Newco Warrants from 
Oldco other than Pursuant to an involuntary transfer or a 
public offering registered under the Securities Act (the 
"Registering Securityholder(s)"), May from time to time request 
Newco to register under the Securities Act the proposed sale 
by such Registering Securityholde=(s) Of Newco Shares and/or 
Newco Warrants pursuant to an underwritten Public offering. 
The registration rights contained in this Section 3.1 shall 
be subject to the following conditions: (i) requests for 
registration shall not be made more frequently than once 
every twelve months by Oldco and its transferees; (ii) no 
more than five such requests in the aggregate shall be made 
by Oldco and its transferees; (iii) prior to June 30, 1986, 
no Registering Securityholder(s) Shall make such a request 
unless a public offering of Newco Shares registered under the 
Securities Act has theretofore Occurred; and (iv) no such 
request shall be made without the consent of Newco unless 
the Newco Shares and/or Newco Warrants to which it applies 
Tepresent either 5% or more of the total Outstanding voting 


Power of Newco or all of the Newco Shares and Newco Warrants 


beneficially Owned by Oldco and all persons who then qualify 


as Registering Securityholder(s) (for the purposes of this 


Clause (iv) al} Of the Newco Shares issuable upon the 


exercise of Outstanding Newco Warrants Shall be treated as 


outstanding). The Registering Securityholder(s) shal] 
consult with Newco as to the Selection of the managing 
underwriter, for any public offering of Newco Shares and/or 
Newco Warrants under this Section 3.1 and the terms of such 
offering. 

(b) Obligations of Newco. In connection 
with any request for registration made Pursuant to Section 
3.1(a), Newco shall cooperate fully and proceed as expedi- 
tiously as possible in the preparaticna of the registration 
Statement relating to such public offering and shall use 
its best efforts (and each Securityholder and Registering 
Securityholder shall consent to all action necessary to 
enable Newco) to: 

(i) Execute and deliver all such 
instruments and documents, and do or cause to be done all 
Such other acts and things, as may be necessary or advisable 
to register the Newco Shares and/or Newco Warrants to be 
registered under the Securities Act and to use its best 
efforts to cause the registration statement relating thereto 
to become effective and to remain effective for such period 
@S prospectuses are required by law to be furnished, and to 
make all amendments and Supplements thereto and to the 
related prospectus that are necessary or advisable, all in 


conformity with the requirements of the Securities Act; 


(ii) Qualify the Newco Shares and/or 
Newco Warrants being registered under applicable securities 
or "Blue Sky" laws of the various jurisdictions of the United 
States as the Registering Securityholder(s) shall reasonably 
request and obtain all necessary governmental approvals under 
such laws for the offer and sale of such shares or warrants; 
provided, however, that Newco shall not be required to 
qualify to do business in any jurisdiction where it is not 
then so qualified or to take any action which would subject 
it to general or unlimited service of process in any juris- 
diction where it is not then so subject; 

(iii) Make available to Newco's 
security holders, as soon as practicable, an earnings state- 
ment which will satisfy the provisions of Section 11(a) of 
the Securities Act; 

(iv) Execute and deliver all instru- 
ments anc documents (including an underwriting agreement in 
Customary form for secondary public offerings of equity 
Securities of issuers not theretofore subject to the reporting 
requirements of the Exchange Act, if applicable) necessary or 
advisable to effect an underwritten public offering of the 
Newco Shares and/or Newco Warrants; 

(v) If Newco Shares are not regis- 


tered under the Exchange Act at the time of such request, 


effect such split or subdivision of its outstanding shares of 


Capital stock as the managing underwriter of such offering 


(c) Costs, The Out-of-pocket expenses of 
@ach registration under this Section Jol, including, without 
limitation, underwriting costs, commissions ang discounts, 
legal fees ang disbursements, incremental accounting fees and 
disbursements, Printing expenses, escrow fees and expenses, 
all filing fees and all costs Of compliance with this Section 


J.1, shall be paid by by the Registering Securityholder(s), 


All costs and expenses Of Newco's employees to the extent 


that the financial Statements ang Other information used in 
fonnection with such registration Statement or Otherwise in 
®8Ch public offering are prepared by such Persons, and alj 

*cCount ing fees and disbursements not solely attributable to 


Such Tegistration Statement shal} be borne Dy Newco for all 


Such registrations. 


x Re Piggyback Rights. 
Notification Procedure, 
nnn Procedure 


its equity securities (the "Registration Statement"), Newco 
shall give written notice to Oldco and to each other Register- 
ing Securityholder of which it has knowledge at least 20 days 


prior to such filing; provided, however, that Newco shall not 


be required to give such notice if the proposed registration is 


(i) the initial registration to be filed for Newco under the 
Securities Act and the only securities to be registered are a 
primary issuance by and for the account of Newco, or (ii) a 
registration of an employee stock ownership, stock option, 
stock purchase or other employee incentive plan or arrangement 
adopted in the ordinary course of business, or (iii) a regis- 
tration of securities to be issued in exchange for securities 
Or assets of, or in connection with a merger or consolidation 
with, another corporation. Each Registering Securityholder 
Shall have the right, by written notice to Newco given within 
20 days after Newco's notice, to have Newco include in the 
Registration Statement up to the total number of Newco Shares 
he.d by such Registering Securityholder (including therein 

the number issuable upon exercise of his Newco Warrants); 
Provided, however, that any shares included in the Registra- 
tion Statement for the account of a Registering Securityholder 
shall be sold in the same manner as other securities that are 
included in the Registration Statement and each Registering 
Securityholder shall pay to the underwriters, commissions or 
discounts in respect of the Newco Shares so included for its 


account at the same rate as the commissions or discounts to 


be paid to the underwriters by Newco in the Registration 


Statement and any other expenses Girectly attributable to 
such Shares. 

(b) Limitations on Includible Shares, 
Notwithstanding the Provisions of Section 3.2(a), Newco shall 
not be required to include any Newco Shares in a Registration 
Statement for a Registering Securityholder if the Managing 
underwriter shalij advise Newco that, in its judgment, inclu- 
sion in tie Registration Statement Of all or a portion of the 
Newco Shares requested to be included by the Registering 
Securityholder would adversely affect a Successful offering. 
The number of Newco Shares to be included in the Registration 
Statement for the account of Newco shall be conclusively 
determined by the Board of Directors of Newco. If the 
Managing underwriter advises Newco that the inclusion in the 
Registration Statement of Newco Shares requested to be so 
included for the accounts of the Registering Securityholders 
and other Stockholders having similar registration rights 
would adversely affect the offering, but that some of such 
Shares can be included (the "Includible Shares") without such 
effect, then the number of Newco Shares to be included in 
the Registration Statement by the Registering Securityholders 
and such other Stockholders shall be reduced proportionately 


SO that the number of Shares included in the Registration 
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Statement for a Registering Securityholder requesting registra- 
tion shall be the lesser of (i) the number of shares requested 
to be registered by such Registering Securityholder or (y) the 
number of Includible Shares, multiplied by a fraction, the 
numerator of which shall be the number of .jewco Shares owned 
(or which would be owned upon exercise of the Newco Warrants) 
by the Registering Securityholder and the denominator of which 
is the total number of Newco Shares (including Newco Shares 
issuable upon exercise of the Newco Warrants) that are owned 
by all such stockholders requesting registration of their 
Newco Shares and who ave entitled to have their Newco Shares 
included in the Includible Shares pursuant to this Section 
3.2(b). Such proration shall be continued, if necessary, 
until all Includible Shares are allocated to the Registering 
Securityholders and other Stockholders having corresponding 
registration rights and who have requested registration. The 
number of Newco Shares to be included in the Registration 
Statement for the account of Newco Shall not be reduced. 

(c) Costs. All costs and expenses incur- 
red in connection with the Preparation, filing, processing, 
cancellation or withdrawal of the Registration Statements 
under this Section 3.2 (except underwriting commissions and 
discounts and fees and disbursements of any Separate counsel, 


Other than counsel also representing Newen, retained by the 


Registering Securityholders and any other expenses directly 
attributable to such Shares) shall be borne by Newco. Such 
costs and expenses Shall include al] legal and accounting 
fees and disbursements, Printing expenses, escrow fees and 


expenses, all filing fees, all other costs of compliance 


3.3 Cooperation in Offering Procedures, Each 


Securityholder agrees to cooperate (and, 


Section 3, 


Indemnification. 
ication 


(a) By Newco. In the case of each regis- 


tration effected by Newco pursuant to Section 3.1 or Je2s 


Newco will indemnify and hold harmless each Registering 
Securityholder, its officers and directors, each underwriter 


of the securities registered and each person who controls any 


Registering Securityholder and any such underwriter within the 


- meaning of Section 15 of the Securities Act against any and 
all losses, claims, damages or liabilities to which they or 
any of them may become subject under the Securities Act or 
any other statute or common law, including any amount paid in 
settlement of any litigation, commenced Or threatened, and to 
reimburse them for any legal or other expenses incurred by 
them in connection with investigating any claims and defending 
any actions (subject to Section 3.4(c)), insofar as any such 
losses, Claims, damages, liabilities or actions arise out of 
Or are based upon (i) any untrue statement or alleged untrue 
Statement of a material fact contained in the registration 
statement, or any post-effective amendment thereof, or the 
omission or alleged omission -o State therein a material fact 
required to be Stated therein or necessary to make the 
Statements therein not misleading, or (ii) any untrue state- 
ment or alleged untrue statement of a Material fact contained 
in any preliminary Prospectus, if used prior to the effective 
date of such registration Statement, or contained in the 
Prospectus (as amended or supplemented if Newco filed any 


amendment thereof or Supplement thereto with the SEC) if used 


misleading; providing, however, that the indemnification 


agreement contained in this Section 3.4(a) shall not (x) apply 
to such losses, Claims, damages, liabilities Or actions 
arising out of, or based UPON, any such un*rue statement or 


alleged untrue Statement, or any such omission Or alleged 


Omission, if Such 


(b) By a Registering Securitvholder. In 


the case of each registration effected by Newco pursuant to 
Section 3.1 or 3.2, each Registering Securityholder shall agree, 
in the same manner and to the same extent as set forth in 
Section 3.4(a), to indemnify and hold harmless Newco and each 
person, if any, who controls Newco within the meaning of 
Section 15 of the Securities Act, its directors and officers, 
with respect to any statement in or omission from such regis- 
tration statement or any post-effective amendment thereof or 


any preliminary prospectus or Prospectus (as amended or 


Supplemented, if amended or Supplemented as aforesaid) 


contained in such registration Statement, if such statement 
Or omission was made in reliance upon and in conformity with 
information furnished in writing to Newco by the Registering 
Securityholder for use in connection with the registration 
Statement or any post-effective amendment thereof or any 
Preliminary prospectus or Prospectus contained in such 
registration statement or any such amendment thereof or 
Supplement thereto. 

(c) General. Each party entitled to 
indemnity under this Section 3.4 ("indemnified party”) will, 
promptly after the receipt of notice of the commencement of 
any action against such indemnified Party in respect of which 


indemnity may be sought from any other party ("indemnifying 


party”) on account of an incemnify agreement contained in 
this Section 3.4, notify the indemnifying Party in writing of 
the commencement thereof. The failure of any indemnifieg 
party so to notify an indemnifying Party of any such action 
shall not relieve the indemnifying Party from any liability 
in respect of Such action that it may have to such indemni- 
fied party on account of the indemnity agreement contained in 
this Section 3.4. except to the extent that such indemni fying 
Party can establish that it has been Prejudiced in its ability 
to defend against or Settle such action by such failure. In 
addition, any failure to give such notice Shall not relieve 


the indemnifying Party from any other liability that it may 


have to such indemnified Party. Notice given within 20 days 


of commencement of any action Shall be conclusively presumed 
not to adversely affect the 2ndemnifying Party's ability to 
defend or Settle the action. In case any such action is 
brought against any indemnified Party and such indemnified 
Party notifies an indemnifying Party of the commencement 
thereof, the indemnifying Party will be entitleg to partici- 


Pate therein and to the extent it may 


Party to such 


the defense 


however, that if Such indemnif 


basis to believe, 


control will 
time before June 30, 


(i) engage (whether €@sS an Officer, 


individual Proprietor, 


Principal, agent, 


trustee, advisor, consultant, holder of debt or equity securi- 
ties, partner, or otherwise) in the home computer or home 
video game business anywhere in the world other than 

through Newco and its subsidiaries, or (ii) acquire any 

direct or indirect interest in any person other than Newco 

and its affiliates supplying any goods, rights or services 

to Newco or acquiring goods, rights or services from Newco. 
The Principal Shareholder and Newco represent that Newco and 
the Principal Shareholder have entered into corresponding 


agreements with each of the other Current Shareholders. The 


provisions of this Section 4 shall not be deemed to prohibit 


the Principal Shareholder or any other Current Shareholder 
from acquiring solely for investment and not as part of a 
control group (as defined under the Exchange Act) not more 


than 5% of the outstanding shares or debt of a public company. 


5. Right of Co-Sale. 
5-1 Sale by Principal Shareholder. If at any 


time the Principal Shareholder proposes to sell or otherwise 
dispose of any of his Newco Shares to any person other than 
an affiliate or associate of his or in a transaction excepted 
under Section 5.5, he shall first notify Oldco of such intent, 
Specifying therein the terms and conditions of the proposed 
Sale or other disposition. If Oldco shall notify the Prin- 


Cipal Shareholder in writing within 20 days after receipt 


of such notice from the Principal Shareholder, Oldco shall 
have the opportunity to sell or dispose of up to the same 
percentage of its Newco Shares (assuming the conversion 
into Newco Shares of all Newco Warrants then held by Oldco) 
as the percentage of Newco Shares then owned by the Principal 
Shareholder that he proposes to sell or otherwise dispose of 
to such third party, whereupon the Principal Shareholder 
shall assign so much of his interest in the agreement of sale 
or other disposition as Oldco is entitled and shall request 
hereunder and Oldco shall assume such part of the obligations 
of the Principal Shareholder under such agreement as shall 
relate to the sale or other disposition of the securities by 
Oldco. All references to Oldco in this Section 5 shall be 
deemed to include transferees of Oldco to whom Oldco shall 
have transferred its Newco Shares or Newco Warrants and its 
rights under this Section 5.1 in a private placement. 

5.2 Transfer of Newco Shares to Associates 
and Affiliates. So long as the provisions of this Section 5 
Shall apply, the Principal Shareholder shall not transfer any 


of his Newco Shares to any affiliate or associate except pur- 


Suant to an undertaking by such affiliate or associate to 


hold such Newco Shares subject to the provisions of, and to 
afford Oldco and its transferees the rights provided for in, 
this Section 5 in the same manner as if all such Newco Shares 


continued to be held by the Principal Shareholder. 


5.3 Co-Sale by Other Current Shareholders. 


The Principal Shareholder and Newco represent and warrant 
that each of the Other Current Shareholders has executed an 
agreement with Newco and with the Principal Shareholder 
extending for the benefit of Oldco (and its transferees as 
provided in Section 5.1) provisions granting Oldco the same 
right of co-sale in connection with any sale or other dispo- 
sition of Newco Shares by such Cther Current Shareholder as 
Oldco has under this Section 5 in connection with a sale or 
other disposition by the Principal Shareholder. 

5.4 Recording of Transfers. Newco shall not 
register or permit any transfer agent to register on its stock 
records any transfer of Newco Shares by the Principal Share- 
holder or any Other Current Shareholder unless it shall receive 
Satisfactory evidence of compliance with this Section 5. 

5.5 Exceptions to Right of Co-sale. Oldco's 
rights of co-sale under Sections 5.1 and 5.3 shall not apply: 

(i) To any sale or transfer of Newco 
Shares in a public offering registered undex the Securities 
Act; 

(ii) To any sale or transfer of Newco 


Shares effected pursuant to Rule 144 under the Securities Act 


(including the volume limitations thereof, regardless of the 


applicability thereof); and 


(iii) To any sale of less than 10,000 Newco 
Shares not substantially concurrent with or related to any 
other sale or sales that would, in the aggregate, exceed such 


number. 


6. Endorsement of Stock Certificates. 

6.1 Secretary's Copy. Copies of this Agree- 
ment shall be filed with the Secretary of Newco and kept with 
the records of Newco. 

6.2 Legend on Certificates. Until Newco shall 
become a public company each certificate representing Newco 


Shares or Newco Warrants Subject to this Agreement shall bear 


a reference to this Agreement in Substantially the following 


form: 


"The securities represented by this certificate are 
subject to certain restrictions and are subject to cer- 
tain options and to certain agreements concerning the 
voting hereof under the provisions of an Agreement 
dated as of July 1, 1984 among Tramel Technology, 

Ltd., Atari, Inc. and Jack Tramiel, or any successor 
agreement thereto, as the same may be amended from time 
to time (the “Agreement"), all of which are described in 
the Agreement, a signed counterpart of which is on file 
at the offices of the Corporation and a copy of which 
will be furnished to any stockholder upon request and 
without charge." 


The Principal Shareholder agrees promptly to exchange (or to 
Cause its subsidiaries promptly to exchange) the stock cer- 
tificates evidencing his Newco Shares for replacement stock 


certificates bearing the legend set forth in this Section 6.2. 


7. No Fractional Shares. No fractional shares 
shall be sold or transferred pursuant to this Agreement. 
Adjustments, if necessary, shall be made by rounding to the 


nearest full share. 


8. Termination of Portions of Agreement. The 


provisions of Sections 2 and 5 of this Agreement shall auto- 
matically terminate upon the occurrence of either of the 
following events: 

8.1 At any time by the election in writing of 
the holders of at least 85% of the Newco Shares then subject 
to this Agreement (including therein the number of Newco 
Shares issuable on exercise of the Newco Warrants then subject 
to this Agreement); or 

8.2 At such time as Newco becomes a public 


company. 


9. Final Termination. In any event, all of the 
provisions of this Agreement shall automatically terminate on 


the tenth anniversary of the date hereof. 


10. Notices. All notices, statements, requests, 
instructions, waivers or other documents required or permitted 
to be given hereunder shall be in writing and shall be given 


either personally, or by mailing the same in a sealed envelope, 


first-class mail, postage prepaid and either certified or reg- 


istered, return receipt requested, or by telegram or telex, 
tolls prepaid, addressed to any Securityholder at its mailing 
address as set forth in the record of shareholders of Newco 
and to Newco at the mailing address set forth below. 
For Newco: 

Tramel Technology, Ltd. 

1265 Borregas Avenue 

Sunnyvale, California 94789 

& copy to: 

Schreiber & McBride 

30 Park Avenue 

New York, New York 10016 

Attention: Leonard I. Schreiber, Esq. 

For Oldco: 

Atari, Inc. 

75 Rockefeller Plaza 

New York, New York 10019 

Attention: General Counsel 

copy to: 

Paul, Weiss, Rifkind, Wharton & Garrison 

345 Park Avenue 

New York, New York 10154 


Attention: Peter R. Haje, Esq. 


Each person, by written notice given in accordance 
with this Section 10, may change the address to which notices, 
Statements, requests, instructions, waivers or other docu- 
ments are to be sent to such person. All notices, statements, 


requests, instructions, waivers and Other documents hereunder 


that are telegraphed or telexed shall be deemed to have been 


given on the date of the transmission or, if mailed, on the 


fourth business day after the date of mailing. 


11. Consent to Jurisdiction and Service. All 
parties hereto (i) agree that any legal suit, action or pro- 
ceeding arising out of or relating to this Agreement may be 
instituted in a state or federal court in the City of New York, 


State of New York in the United States of America, (ii) waive 


any objection which they may now or hereafter have to the 


laying of the venue of any such suit, action or proceeding, 
and (iii) irrevocably submit to the non-exclusive jurisdic- 
tion of the United States District Court for the Southern 
District of New York, or any court of the State of New York 
located in the County of New York, in any such suit, action 
Or proceeding. Further, all parties hereto agree that the 
mailing of any process in any suit, action or proceeding in 
accordance with the notice provisions of this Agreement shall 


constitute personal service thereof. 


12. Miscellaneous. 
12.1 Binding Effect; Third Party Beneficiaries. 
This Agreement shall be binding upon and inure to the benefit 
of the parties hereto and their respective successors and 
assigns as permitted hereunder. The provisions of this Agree- 
ment are solely for the benefit of the parties hereto and 
their permitted assigns or other transferees as provided 


herein and may not be enforced by any other person. 


12.2 Governing Law. This Agreement shall be 
governed by, and construed in accordance with, the internal 
laws of the State of New York applicable to agreements made 
and to be performed entirely within such State. 

12.3 Entire Agreement. This Agreement sets 
forth the entire agreement and understanding of the Parties 
in respect of the subject matter hereof and Supersedes all 
prior agreements, arrangements and understandings relating 


to the subject matter hereof. 

12.4 Counterparts. This Agreement may be 
executed in counterparts and each duplicate shall constitute 
an Original, any one of which may be introduced as evidence 
Or for any other purposes without the presentation of its 
duplicate counterparts. All such counterparts shall con- 
stitute one and the same instrument binding on all of the 


parties, 


12.5 Amendments; Waivers. This Agreement may 
a Waivers 


be amended, modified, superseded or cancelled, and any of 

the terms herein May be waived, only by a written instrument 
executed by the parties hereto. The failure of any party at 
any time or times to require performance of any provision 
hereof shall in no manner affect the rights at a later time 
to enforce the same. No waiver by any party of the breach of 


any term contained in this Agreement, whether by conduct or 


otherwise, in any one or more instances, shall be deemed to be 

or construed as a further or continuing waiver of any such 

breach or of the breach of any other term of this Agreement. 
12.6 Specific Performance. Each of the 

parties hereto acknowledges that it will be impossible to 

measure in money the damage to Newco or to the Shareholders 

if any party hereto fails to comply with the provisions of 

this Agreement 2nd each party hereto therefore agrees that 

in the event of any such failure, neither Newco nor any Share- 

holder will have an adequate remedy at law. Therefore, Newco 

and each Shareholder, in addition to any other rights they 

may have, shall be entitled to injunctive relief or to spe- 

cific performance or to other equitable relief to enforce the 

provisions of this Agreement and in the event that any action 


Or actions should be brought in equity to enforce any of the 


provisions of this Agreement, no party will allege, and each 


party hereby waives, the defense that there is an adequate 
remedy at law. 

12.7 Severability. In case any one or more of 
the provisions contained in this Agreement shall be invalid 
Or unenforceable in any respect, the validity and enforcea- 
bility of the remaining Provisions contained herein shall 


not in any way be affected or impaired thereby and the par- 


ties will attempt to agree upon a valid and enforceable 


Provision which shall be a reasonable substitute for such 


invalid or unenforceable Provision in light of the tenor of 
this Agreement and, upon so agreeing, shall incorporate such 
Substitute provision in this Agreement. 

IN WITNESS WHEREOF, the parties hereto have caused 
this instrument to be duly executed as of the day and year 


first above written. 


TRAMEL TECHNOLOGY, LTD. 


By 


ATARI, INC. 


WS 0fom 


Jack Tramiel 


LIST OF OMITTED SCHEDULES AND EXHIBITS 
TO EXHIBIT 2.3 TO THIS REGISTRATION STATEMENT 


Schedule or 
eae LD tpt 


List of security holders of Registrant 


Articles of Incorporation of Registrant 


Bylaws of Registrant 


Agreement to Furnish Omitted Schedules 


Subject to Registrant's right to request confidential 
treatment pursuant to Rule 406 under the Securities Act of 
1933, Registrant agrees to furnish Supplementally a copy of any 


omitted schedule to the Securities and Exchange Commission upon 
request. 


Exhibit 2.4 


VT~-634-C5 (Tr.11) 


INTELLECTUAL PROPERTY RIGHTS HEADS OF AGREEMENT 


This Agreement is made between Atari, Inc. ("OLDCO") 
and Tramel Technology, Ltd. ("NEWCO") relating to various 
matters concerning the intellectual and industrial property 
rights' assets which are the subject matter of that certain 
agreement being entered into concurrently herewith between 
the parties hereto (the "Basic Agreement") entitled "Assets 
Purchase Agreement". NEWCO and OLDCO hereby agree as 
follows: 

1. All of the terms used in this Heads of Agree- 
ment shall have the same meanings as set forth for such 
terms in the Basic Agreement. In addition, the following 
terms, as used herein, shall have the meanings set forth 
below: 

(a) “Name and Logo Rights” shall mean the 


word, name, logo and design shown on Schedule 


N-(a) attached hereto, or any combination thereof, 


including all trademarks, trademark applications, 
trademark registrations therefor and all service 
marks, trade name: and trading styles relating 
thereto. 

(b) “Copyrights” shall mean all right, title 


and interest in and to copyrights and rights to 


copyright, including United States and foreign 


registrations, all renewals, extensions and 


reversions thereof which may be secured under the 
laws now or hereafter in effect and all causes of 
action for infringement, if any, heretofore or 
hereafter occurring. 

(c) “Trademark Rights” shall mean all trade- 
marks, trademark applications, trademark registra- 
tions, service marks, trade names and trading 
Styles, including the goodwill associated with 
the respective businesses to which they relate, 
but specifically excluding the Name and Logo 
Rights. 

(d) “Patent Rights" shall mean inventions, 
Jetters patent and rights to or under any letters 
Or applications for letters Patent, but specific- 
@lly excluding all rights to the invention or 
inventions set forth on Schedule n-(d). 

(€) “Technical Know-How" shall mean tech- 
Rology, know-how, research memoranda, results of 
tests, data and information resulting from testing 
Or manufacture, manufacturing drawings, drawings 
of manufacturing and test equipment, trade secrets, 


Charts, data and information relating to testing 


or manufacturing procedures and Standards, descrip- 
tive and technical literature, formulae, specifica- 


tions, parts lists including specifications, blue- 


prints, manuals, process manufacturing sequence 


and operation sheets and Other information other 
than Copyrights, Patent Rights, Trademark Rights 
and Name and Logo Rights owned by OLDCO. 

(£) “Intellectual Property Rights" shall 
mean Copyrights, Trademark Rights, Patent Rights 
and Technical Know-How collectively. 

(g) "Material Intellectual Property Rights" 
Shall mean, as appropriate, all Intellectual 
Property Rights conceived, created and having 
first application to the Exclusive Business of 
either the Purchased Assets or the Excluded 
Assets, 

(h) "Exclusive Business" shall mean the 
respective particular line of business operations 
heretofore conducted with the Purchased Assets or 
Excluded Assets, as appropriate, 

2. OLDCO hereby agrees to assign, or cause to be 
@8Ssigned to NEWCO, its successors and assigns, all right, 
title and interest in and to the Name and Logo throughout 


the world as heretofore used in connection with the Purchased 


ee 


“ee 


7 “vga§ to the Name and Logo throughout the world insofar as the 


pS 
* ae, 


oo Case to use, 


assets, including the goodwill Symbolized thereby and 
gssociated therewith. 
3. OLDCO hereby reserves and retains for itself, 


ges successors and assigns, all right, title and interest in 


gape relate to the Excluded Assets, including the goodwill 
gyebolized thereby and associated therewith. It is under- 
gtood that OLDCO will continue to use, without interruption, 
the said Name and Logo, from and after the date hereof, 
solely in connection with the Exclusive Business of OLDCO. 

4. OLDCO hereby agrees to assign, or cause to be 
sasigned to NEWCO, its Successors and assigns, all right, 
title and interest in and to the Material Intellectual 
Property Rights owned or controlled by OLDCO which relate to 
te Purchased Assets. 


5. OLDCO hereby reserves and retains for itself, 


Bs Successors and assigns, all right, title ana interest in 


@é to the Material Intellectual Property Rights relating to 


Me Pxcludea Assets. It is understood that OLDCO will con- 


without interruption, the said Material Intel- 


feetual Property Rights, from and after the date hereof, 


Mlely in connection 


* with the Exclusive Business of OLDCO. 


. 


Py 


6. NEWCO agrees that OLDCO, its successors and 
Wisns, Shall have the exclusive right, in perpetuity, and 


its Successors and 


e in Perpetuity, and 


8. NEWCO agrees that OLDCO, 
‘signs, Shall have a fir 


its Successors and 


* anywhere throughout the world: (1) all Or any part of 


e Material Intellectual Property Rights 


conveyed to NEWCO 
* accordance with the terms of 


*t heretofore been us 


license for use for the Exclusive Business of NEWCO, anywhere 
throughout the world, of ail Intellectual Property Rights 
hereafter conceived Or created by or for OLDCO, 


10. It is understood and agreed that further 


However, OLDCO agrees to adopt, and to Cause its associate, 
Subsidiary Or affiliated companies to adopt, in connection 
with use of the Excluded Assets in the Operation of its 
Exclusive Business, an additional name, phrase or mark as 
Part of its new company and trading name, which includes 


Sistinctive Or descriptive elements, in addition to the name 


®nd Logo, 50 aS to ensure a Separate corporate identity from 


ehat of NEWCO. In no event shall either party permit the use 
of the Name and Logo by any associate, subsidiary, joint 
venture or other affiliated company or entity that is not 
pore than 50% owned or controlled. 

12. The parties will consult and cooperate with 
respect to any unauthorized third party uses of the Name and 
Logo or any marks or names similar thereto, each remaining 
free to act individually or to agree to act jointly in 
taking appropriate action. 

13. The parties agree to consult and cooperate in 
@ program designed to communicate to the trade and to the 
public the facts with respect to the changes brought about 
by the assignment herein, including, without limitation, 
Jointly Sponsoring educational ac ertising, for the purpose 
of insuring that there will be no public confusion or 
6eception, 

14. OLDCO and NEWCO shall promptly execute any 
end ali documents which are reasonably necessary to effec- 
Rwuate the agreements and obligations set forth in this 
‘@iteenent, All Licenses of Trademark Rights under paragraphs 
$ and 7 of this Agreement shall be subject to the approval 


©f the Licensors as to the quality of the products to which 


Such Trademarks Rights are applied. 


15. The foregoing represents all of the Parties' 


agreements with respect to the subject matter hereof. It is 


the intention of the Parties that this Heads of Agreement 


shall. be expanded into formal agreements between the Parties 


as soon as practicable and the Parties shall enter into such 
appropriate assignments and license agreements as shall be 


consistent with the terms and provisions of this Heads of 


Agreement. Until such times as such formal agreements are 


completed, or in the event any or all are not, the parties 


agree that this Heads of Agreement shall be a binding and 


enforceable agreement between OLDCOo and NEWCO. 
Dated: July | e 1984 


ATARI, INC. 


w Ado. OF 


TRAMEL TECHNOLOGY, Lip. 


BY 


LIST OF OMITTED SCHEDULES AND EXHIBITS 
TO EXHIBIT 2.4 TO THIS REGISTRATION STATEMENT 


Schedule or 
Exhibit. ription 


N-(a) Name, word, logo and design of 
trademarks covered by the agreement 


N-(d) Patent rights excluded from the 
agreement 


Agreement to Furnish Omitted Schedules 


Subject to Registrant's right to request confidential 
treatment pursuant to Rule 406 under the Securities Act of 
1933, Registrant agrees to furnish Supplementally a copy of any 
omitted schedule to the Securities and Exchange Commission upon 


request. 


D161TA/u[3] 


ATARI CORP, 
1196 Borregas Avenue 
Sunnyvale, California 94086 


November 14, 1985 


Atari Holdings Inc. 
75 Rockefeller Plaza 

New York, New York 10019 
Warner Communications Inc. 
75 Rockefeller Plaza 

New York, New York 10019 
Dear Sirs: 

Reference is made to (i) the Warrant Agreement 
dated July 1, 1984 (the "Warrant Agreement") between Warner 
Communications Inc. ("WCI") and Tramel Technology, Ltd. (now 
named Atari Corp. and referred to herein as "New Atari"); 
(ii) Warrant Certificate No. W-1, dated as of July 1, 1984, 
issued under the Warrant Agreement in the name of "Trame] 
Technology, Ltd." (the "Warrant Certificate”), evidencing 
1,000,000 warrants (the "Warrants") to purchase common stock 
of WCI at an exercise price of $22 a share; (iii) the letter 
agreement dated August 12, 1985 (the "Escrow Letter Agree- 
ment") between WCI and Atari Holdings Inc. ("Old Atari") and 


its subsidiaries, on the one hand, and New Atari, on the 


other hand; (iv) the letter agreement dated September 30, 


1985 (the "Supplemental Escrow Letter Agreement") between WCI 


and New Atari; and (v) the Escrow Agreement, dated as of the 


date hereof (the "Escrow Agreement”), among Old Atari, New 


Atari and Schreiber & McBride, as escrow agent (the "Escrow 


Agent”), being executed and delivered simultaneously here- 


with. 

New Atari and WCI have reached an agreement pur- 
suant. to which WCI will acquire the Warrants for a total 
purchase price of $15,000,000, $13,900,C00 of which will be 
held, invested and distributed pursuant to the Escrow Agree- 
ment and the balance of which will be delivered to New Atari. 

Accordingly, New Atari, WCI and Old Atari hereby 
agree as follows: 

is New Atari hereby sells, assigns, transfers, 
conveys and delivers to WCI the Warrants evidenced by the 
Warrant Certificate duly endorsed in blank on behalf of New 
Atari, free and clear of all liens, security interests, 
charges, claims, restrictions and encumbrances of any nature 
whatsoever. WCI hereby acknowledges receipt of the Warrant 
Certificate. 

2. The total purchase price for the Warrants is 
$15,000,000 (the “Purchase Price"), which is being paid by 
WCI simultaneously herewith as follows: 

2.1 WCI is delivering its check payable to 
the order of New Atari in the amount of $1,100,000. 
2.2 WCI is delivering its check payable to 


the order of the Escrow Agent in the amount of $13,900,000 


be held, invested and distributed in accordance with the 
terms of the Escrow Agreement. 


3. New Atari hereby acknowledges receipt (subject 


to collection) of the Purchase Price and acknowledges and 


agrees that the payment being made pursuant to paragraph 2.2 
above is being made at its request and direction and in full 
satisfaction (together with the payment being made under 
Paragraph 2.1 above) of the Purchase Price. 

4. The Warrant Agreement is hereby terminated in 
all respects, without liability of any party to any other 
party thereunder. 

S. The Escrow Agreement supersedes in all 
respects the Escrow Letter Agreement and the Supplemental 
Escrow Letter Agreement. 

If the foregoing correctly sets forth the agreement 
reached between New Atari (on the one hand) and WCI and Old 
Atari (on the other hand) with respect to the subject matter 
hereof, please sign the enclosed duplicate copy of this 
letter in the space indicated therein and return the fully 
signed copy to the undersigned, at which time this letter 


shall serve as a binding and enforceable agreement between 


New Atari (on the one hand) and WCI and Old Atari (on the 


other hand). 


Very truly yours, 


ATARI CORP. 
as 


os eee 


ACCEPTED AND AGREED TO: 


ATARI HOLDINGS Ce 
NVA pg 
By: Wad.’ any) 


WARNER COMMUNICATIONS INC. 


By: 4 
The undersigned, the Escrow Agent under the Escrow 
Agreement referred to in the foregoing letter agreement, 
kereby acknowledges receipt of WCI's check in the amount of 
$13,900,000 to be held, invested and distributed as provided 
in the Escrow Agreement and hereby acknowledges and consents 
to the provisions of the foregoing letter agreement as they 


relate to the Escrow Agreement. 


SCHREIBER & MCBRIDE, 
as Escrow Agent - 


Py - ’ 


Pes HO “te 
By ~~ et Oe A pot 


~ 
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CROWELL, CROWELL, CROWELL, 
BAKER & SUSICH 


FILFD 402 NORTH CARSON STREET 
IN THE OFFICE Ot THE CARSON CITY, NEVADA 89701 
SECRETARY OF STATE OF THE 


STATE OF NEVADA 


tea, 


i 7 1984 ARTICLES OF INCORPORATION 


WM SWACKHAMER SECRETAKY OF STATE 


NO 


OF 


TRAMEL ‘.ECHNOLOGY, LTD. 
3483-84 SS ee Se 


I, the person hereinafter named as incorporator, 
for the purpose of associating to establish a corporation, 
under the provisions and subject to the requirements of 
Title 7, Chapter 78 of Nevada Revised Statutes, and the acts 
amendatory thereof, and hereinafter sometimes referred to as 
the General Corporation Law of the State of Nevada, do 
hereby adopt and make the following Articles of 
Incorporation: 


FIRST: The name of the corporation (hereinafter 
called the corporation) is TRAMEL TECHNOLOGY, LTD. 


SECOND: The principal office of the corporation 
within the State of Nevada is to be located at Crowell 
Building, c/o The Prentice-Hall Corporation System, Nevada, 
Inc., 402 North Carson Street, Carson City 89701. 


THIRD: The nature of the business of the corpora- 
tion and the objects or the purposes to be transacted, pro- 
moted, or carried on by it are as follows, provided that the 
corporation may engage in any other lawful activity: 


To engage in the business of computer sales, 
leasing, services, and related activities. 


To act as consultants and engage, on its own 
behaif or for others, in research, appraisal, de- 
velopment and other activities relating to the ap- 
plication, structure, manufacture, fabrication, 
installation, construction, maintenance, opera- 
tion, repair, functioning, use and other services 
relating to computers, computer peripherals and 
computer software of every kind, nature and de- 
scription, and in connection therewith, but not by 
way Of limitation, prepare and submit analyses, 
interpretations, evaluations and recommendations 
in the fields of computer system technology. 


To construct, conduct, maintain and operate 
offices, sites, centers, laboratories and facili- 
ties for research with respect to computers, 


computer peripherals, computer software and other 
related fields, either for itself or others. 


To devise, invent, develop, construct, manu- 
facture, fabricate, assemble, install, service, 
Maintéin, repair, alter, buy, sell, import, ex- 
port, license as licensor or licensee, lease as 
lessor or lessee, distribute, job, enter into, ne- 
gotiate, execute, acquire, receive, obtain, hold, 
grant, assign and transfer contracts, selling 
rights, licensing arrangements, options, fran- 
chises and other rights in respect of, and gen- 
erally deal in and with, at wholesale and retail, 
as principal, agent, representative, broker, fac- 
tor, merchant, distributor, jobber, advisor, and 
in any other lawful capacity, any and all kinds of 
computers, computer peripherals and computer 
software for assembling, processing, analyzing, 
and handling data and reporting the findings and 
conclusions required therefrom, together with the 
components, resultants, and by-products thereof; 
and to acquire by purchase or otherwise own, hold, 
lease, mortgage, sell or otherwise dispose of, 
erect, construct, make, alter, enlarge, improve, 
and to aid or subscribe toward the construction, 
acquisition or improvement of any laboratories, 
research and experimental centers and facilities, 
factories, storehouses, shops, buildings and 
commercial and retail ‘establishments of every 
character, including all equipment, fixtures, 
machinery, implements and supplies necessary, or 
incidental to, or connected with, any of the pur- 
poses or business of the corporation; and general- 
ly to perform any and all acts connected therewith 
Or arising therefrom or incidental thereto, and 
all acts proper or necessary for the purpose of 
the business. 


To carry on a general mercantile, industrial, 
investing, and trading business in all its 
branches; to devise, invent, manufacture, fab- 
ricate, assemble, install, service, maintain, 
alter, buy, sell, import, export, license as li- 
censor or licensee, lease as lessor or lessee, 
distribute, job, enter into, negotiate, execute, 
acquire, and assign contracts in respect of, ac- 
quire, receive, grant, and assign licensing ar- 
rangements, options, franchises, and other rights 
in respect of, and generally deal in and with, at 


ote 


wholesale and retail, as principal, and as sales, 
business, special, or general agent, representa- 
tive, broker, factor, merchant, distributor, 
jobber, advisor, and in any other lawful capacity, 
goods, wares, merchandise, commodities, and un- 
improved, improved, finished, processed, and other 
real, personal, and mixed property of any and all 
kinds, together with the components, resultants, 
and by-products thereof; to acquire by purchase or 
otherwise own, hold, lease, mortgage, sell, or 
otherwise dispose of, erect, construct, make, 
alter, enlarge, improve, and to aid or subscribe 
toward the construction, acquisition, or 
improvement of any factories, shops, storehouses, 
buildings, and commercial and retail establish- 
ments of every character, including all equipment, 
fixtures, machinery, implements, and supplies nec- 
essary, or incidental to, or connected with, any 
of the purposes or business of the corporation; 
and generally to perform any and all acts con- 
nected therewith or arising therefrom or inci- 
dental thereto, and all acts proper or necessary 
for the purpose of the business. 


To engage generally in the real estate busi- 
ness as principal, agent, broker, and in any law- 
ful capacity, and generally to take, lease, pur- 
chase, or otherwise acquire, and to own, use, 
hold, sell, convey, exchange, lease, mortgage, 
work, clear, improve, develop, divide, and oth- 
erwise handle, manage, operat2, deal in, and dis- 
pose of real estate, real property, lands, mul- 
tiple-dwelling structures, houses, buildings, and 
other works and any interest or right therein; to 
take, lease, purchase, or otherwise acquire, and 
to own, use, hold, sell, convey, exchange, hire, 
lease, pledge, mortgage, and otherwise handie, and 
deal in and dispose of, as principal, agent, 
broker, and in any lawful capacity, such personal 
property, chattels, chattels real, rights, 
easements, privileges, choses in action, notes, 
bonds, mortgages, and securities as may lawfully 
be acquired, held, or disposed of; and to acquire, 
purchase, sell, assign, transfer, dispose of, and 
generally deal in and with, as principal, agent, 
broker, and in any lawful capacity, mortgages and 
other interests in real, personal, and mixed 
properties; to carry on a general construction, 
contracting, building, and realty management 
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business as principal, agent, representative, 
contractor, subcontractor, and in any other lawful 
capacity. 


To enter into general partnerships, limited 
partnerships (whether the corporation be a limited 
Or general partner), joint ventures, syndicates, 
pools, associations, and other arrangements for 
carrying on of one or more of the purposes set 
forth in its Articles of Incorporation, jointly or 
“in common with others. 


To apply for, register, obtain, purchase, 
lease, take licenses in respect of, or otherwise 
acquire, and to hold, own, use, operate, develop, 
enjoy, turn to account, grant licenses and 
immunities in respect of, manufacture under and to 
introduce, sell, assign, mortgage, pledge, or 
otherwise dispose of, and, in any manner deal with 
and contract with reference to: 


(a) inventicns, devices, formulae, 
processes, and any improvements and 
modifications thereof; 


(b) letters patent, patent rights, 
patented processes, copyrights, designs, 
and similar rights, trade-marks, trade 
symbols, and other indications of origin 
and ownership granted by or recognized 
under the laws of the United States of 
America or of any state or subdivision 
thereof, or of any foreign country or 
subdivision thereof, and all rights 
connected therewith or appertaining 
thereunto; 


(c) franchises, licenses, grants, 
and concessions. a 


To purchase or otherwise acquire, and to 
hold, mortgage, pledge, sell, exchange, or other- 
wise dispose of, securities (which term, for the ; 
purpose of this Article THIRD, includes, without 
limitation of the generality thereof, any shares 
of stock, bonds, debentures, notes, mortgages, or 
other obligations, and any certificates, receipts, ' 
Or other instruments representing rights to re- 
ceive, purchase, or subscribe for the same, or t 


— 


representing any other rights or interests therein 
or .m any property or assets) created or issued by 
any persons, firms, associations, corporations, or 
governments or subdivisions thereof; to make 
payment therefor in any lawful manner; and to 
exercise, as owner or holder of any securities, 
any and all rights, powers, and privileges in re- 
spect thereof. 


To make, enter into, perform, and carry out 
contracts of every kind and description with any 
person, firm, association, corporation, or gov- 
ernment or subdivision thereof. 


To acquire, by purchase, exchange, or other- 
wise, all, or any part of, or any interest in, the 
properties, assets, business, and good will of any 
one or more persons, firms, associations, or 
cerporations heretofore or hereafter engaged in 
any business for which a corporation may now or 
hereafter be organized under the laws of the State 
of Nevada; to pay for the same in cash, property, 
or its own or other securities; to hold, operate, 
reorganize, liquidate, sell, or in any manner 
dispose of the whole or ary part thereof; and in 
connection therewith, to assume or guarantee 
performance of any liabilities, obligations, or 
contracts of such persons, firms, associations, or 
corporations, and to conduct the whole or any part 
of any business thus acquired. 


To lend its uninvested funds from time to 
time to such extent, to such persons, firms, as- 
sociations, corporations, governments or subdi- 
visions thereof, and on such terms and on such 
security, if any, as the Board of Directors of the 
corporation may determine. 


To endorse or guarantee the payment of prin- 
cipal, interest, or dividends upon, and to guar- 
antee the performance of sinking fund or other 
obligations of, any securities, and to guarantee 
in any way permitted by law the performance of any 
of the contracts or other undertakings in which 
the corporation may otherwise be or become 
interested, of any persons, firm, association, 
corporation, government or subdivision thereof, or 
of any other combination, organization, or entity 
whatscever. 


«Se 


To borrow money for any of the purposes of 
the corporation, from time to time, and without 
limit as to amount; from time to time to issue and 
sell its own securities in such amounts, on such 
terms and conditions, for such purposes and for 
such prices, now or hereafter permitted by the 
laws of the State of Nevada and by these Articles 
of Incorporation, as the Board of Directors of the 
corporation may determine; and to secure such 
securities by mortgage upon, or the pledge of, or 
the conveyance or assignment in trust of, the 
whole or any part of the properties, assets, 
business, and good will of the corporation, then 
owned or thereafter acquired. 


To purchase, hold, cancel, reissue, sell, 
exchange, transfer, or otherwise deal in, its own 
securities from time to time to such an extent and 
in such manner and upon such terms as the Board of 
Directors of the corporation shall determine; 
provided that the corporation shall not use its 
funds or property for the purchase of its own 
shares of capital stock when such use would cause 
any impairment of its capital, except to the 
extent permitted by law; and provided further that 
shares of its own capital stock belonging to the 
corporation shall not be voted upon directly or 
indirectly. 


To organize or cause to be organized under 
the laws of the State of Nevada, or of any other 
State of the United States of America, or of the 
District of Columbia, or of any territory, 
dependency, colony, or possession of the United 
States of America, or of any foreign country, a 
corporation or corporations for the purpose of 
transacting, promoting, or carrying on any or all 
of the objects or purposes for which the corpo- 
ration is organized, and to dissolve, wind up, 
liquidate, merge, or consolidate any such corpo- 
ration or corporations or to cause the same to be 
dissolved, wound up, liquidated, merged, or 
consolidated. 


To conduct its business in any and all of its 
branches and maintain offices both within and 
without the State of Nevada, in any and all states 
of the United States of America, in the District 
of Columbia, in any or all territories, 


ato 


dependencies, colonies, or possessions of the 
United States of America, and in foreign coun- 
tries. 


To such extent as a corporation organized 
under the General Corporation Law of the State of 
Nevada may now or hereafter lawfully do, to do, 
either as principal or agent and either alone or 
in connection with other corporations, firms, or 
individuals, all and everything necessary, 
suitable, convenient, or proper for, or in 
connection with, or incident to, the accomplish- 
ment of any of the purposes or the attainment of 
any one or more of the objects herein enumerated, 
or designed directly or indirectly to promote the 
interests of the corporation or to enhance the 
value of its properties; and in general to do any 
and all things and exercise any and all powers, 
rights, and privileges which a corporation may now 
or hereafter be organized to do or to exercise 
under the General Corporation Law of the State of 
Nevada or under any act amendatory thereof, 
supplem2ntal thereto, or substituted therefor. 


The foregoing provisions of this Article THIRD 
shall be construed both as purposes and powers and each as 
an independent purpose and power. The foregoing enumeration 
of specific purposes and powers shall not be held to limit 
or restrict in any manner the purposes and powers of the 
corporation, and the purposes and powers herein specified 
shall, except when otherwise provided in this Article THIRD, 
be in no wise limited or restricted by reference to, or 
inference from, the terms of any provision of this or any 
other Article of these Articles of Incorporation; provided, 
that the corporation shall not carry on any business or 
exercise any power in any state, territory, or country which 
under the laws thereof the corporation may not lawfully 
Carry on or exercise. 


FOURTH: The amount of the total authorized 
Capital stock of the corporation is fifty million dollars, 
consisting of fifty million shares of a par value of one 
dollar each. All of said shares are of one class and are 
designated as Common Stock. 


No holder of any of the shares of any class of the 
corporation shall be entitled as of right to subscribe for, 
purchase, Or otherwise acquire any shares of any class of 
the corporation which the corporation proposes to issue or 
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any rights or options which the corporation proposes to 
grant for the purchase of shares of any class of the 
corporation or for the purchase of any shares, bonds, 
securities, or obligations of the corporation which are 
convertible into or exchangeable for, or which carry any 
rights, to subscribe for, purchase, or otherwise acquire 
shares of any class of the corporation; and any and all of 
such shares, bonds, securities or obligations .of the 
corporation, whether now or hereafter authorized or created, 
may be issues, or may be reissued or transferred if the same 
have been reacquired and have treasury status, and any and 
all of such rights and options may be granted by the Board 
of Directors to such persons, firms, corporations and 
associations, and for such lawful consideration, and on such 
terms, as the Board of Directors in its discretion may 
determine, without first offering the same, or any thereof, 
to any said holder. 


FIFTH: The governing board of the corporation 
shall be styled as a “Board of Directors", and any member of 
said Board shall be styled as a "Director." 


The first Board of Directors of the corporation 
will consist of one member until such time as a greater 
number may be required by law. Upon organization of the 
corporation, there will be only one initial stockholder of 
record owning beneficially all of the outstanding shares of 
the corporation. The name and the post office address of 
the first member are as follows: 


NAME ADDRESS 


Jack Tramiel 1294 Hidden Woods Drive 
Zepher Cove, Nevada 89448 


The number of directors of the corporation may be 
increased or decreased in the manner provided in the Bylaws 
of the corporation; provided, that no decrease shall be to a 
number less than that permitted by law. In the interim be- 
tween annual and special meetings of stockholders entitled 
to vote, all vacancies, including vacancies caused by an 
increase in the number of directors and including vacancies 
resulting from the removal of directors by the stockholders 
entitled to vote which are not filled by said stockholders, 
may be filled by the remaining directors, though less than a 
quorum, 


SIXTH: No shares of capital stock of the 
corporation and no shares of stock without par value of the 
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corporation, as the case may be, shall, after the amount of 
the subscription price has been paid or after the par value 
of any shares of stock with par value which the corporation 
may be authorized to issue has been paid and/or after the 
consideration fixed by the Board of Directors for any shares 
of stock without far value which the corporation may be 
authorized to issue has been paid, be subject to assessment 
to pay the debts of the corporation. Any paid-up shares of 
stock of the corporation and any shares of stock of the 
corporation issued as fully paid up, whether with par value 
and/or without par value, shall not be assessable or 
assessed in any manner and for any cause. 


SEVENTH: The name and the post office address of 
the incorporator signing these Articles of Incorporz:tion are 
as follows: 

NAME ADDRESS 


Frances A. Wrigley 521 Fifth Avenue 
New York, N.Y. 10175 


EIGHTH: The corporation shall have perpetual ex- 


istence. 


NINTH: The holders of a majority of the 
outstancing shares of stock which have voting power shall 
constitute a quorum at a meeting of stockholders for the 
transaction of any business unless the action to be taken at 
the meeting shall require a greater proportion. 


In furtherance and not in limitation of the powers 
conferred by statute, the Board of Directors is expressly 
authorized to fix the amount to be reserved as working capi- 
tal over and above its paid-in capital stock, to authorize 
and cause to be executed, mortgages and liens upon the real 
and personal property of the corporation. 


TENTH: The corporation shall, to the fullest 
extent permitted by the General Corporation Law of the State 
of Nevada, indemnify any and all persons whom it shall have 
power to indemnify under said Law from and against any and 
all of the expenses, liabilities, or other matters referred 
to in or covered by said Law, and the indemnification 
provided for herein shall not be deemed exclusive of any 
other rights to which those indemnified may be entitled 
under any Bylaw, agreement, vote of stockholders or 
disinterested directors or otherwise, both as to action in 
his official capacity and as to action in another capacity 
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while holding such office, and shall continue as to a person 
who has ceased to be a director, officer, employee, or agent 
and shall inure to the benefit cf the heirs, executors, and 
administrators of such a person. The corporation may 
purchase and maintain insurance on behalf of any such person 
against any liability asserted against him and incurred by 
him in any such capacity, or arising out of his status as 
such, whether or not the corporation would have the power to 
indemnify him against such liability. 


ELEVENTH: The corporation reserves the right to 
amend, alter, change, or repeal any provision contained in 
these Articles of Incorporation in the manner now or here- 
after prescribed by statute, and all rights conferred upon 
stockholders herein are granted subject to this reservation. 


IN WITNESS WHEREOF, I do hereby execute these 
Articles of Incorporation on May 16, 1984. 


STATE OF NEW YORK ) 
, $60. 
COUNTY OF NEW YORK ) 


On this 16th day of May, 1984, personally appeared 
before me, a Notary Public in and for the State and County 
aforesaid, Frances A. Wrigley, known to me to be the person 
described in and who executed the foregoing Articles of 
Incorporation, and who acknowledged to me that she executed 
the same freely and voluntarily and for the uses and 
purposes therein mentioned. 


WITNESS my hand and official seal, the day and 
year first above written. ? 


—_ _ 
ae Pa. 
af 4 —_— 
Notary Public 
74 ° 


(Notarial Seal) 
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pe 83- 84 Pursuant to the provisions of Nevada Revised Statuies, 
itle Chapter 78, the undersigned officers do hereby 
certify: 


FIRST: The name of the Corporation is TRAMEL TECHNOLOGY LTD. 
SECOND: The Board of Directors of the Corporation 
duiy adopted the following resolutions on June 29, 1984: 


RESOLVED, that it is advisable in the judgment 

of the Board of Directors of the Corporation that 
the name of the Cocporation be changed, and the 
capital stock and the number of authorized shares 
with par value be increased, and that, in order 
to accomplish the same. the First Article and the 
Fourth Article of the Articles of Incorporal.ion 
be amended to read as follows: 


"FIRST: The name of the Corporation (herein- 
after called the "Corporation") is ATARI, 
CORP." 


The first paragraph of the Fourth Article shall 
be deleted in its entirety and replaced with the 
following language: 


“FOURTH: The amount of the total authorized 
capital stock of the Corporation is seventy 
five million dollars, consisting of seventy 
five million shares of a par value of one 
dollar each. All of said shares are of one 
class and are designated as Common Stock." 


FURTHER RESOLVED, that a special meeting of 
stockholders having voting power be and it. is 
hereby called and that notice be given in the 
manner prescribed by the Bylaws of the 
Corporation and by Nevada Revised Statutes, Title 
7, Chapter 78, unless the said stockholders shall 
waive the notice of the meeting in writing or 
unless all of said stockholders shall dispense 
with the holding of a meeting ané@ shall take 
action upon the proposed amendments by a consent 
in writing signed by them; and, 


FURTHER RESOLVED, that, in the event that the 
said stockholders shall adopt the aforesaid 
Proposed amendments by a vote in favor thereof by 
at least a majority of the voting power or by a 


written consent in favor thereof signed by all of 


a 


them without a meeting, the Corporation is her«uby 
authorized to make by the hands of its President 
(or a Vice President) and by its Secretary (or an 
Assistant Secretary) a certificate setting forth 
the said amendments and to cause the same to be 
filed pursuant to the provisions of Nevada 
Revised Statutes, Title 7, Chapter 78. 


THIRD: The total number of outstanding shares having 
voting power of the corporation is one million 
(1,000,000), and the total number of votes to be cast by 
the holders of all of said outstanding shares is one 
million (1,006,000). 


FOURTH: The holders of all of the aforesaid total 
number of outstanding shares having voting power, to wit, 
shares, dispensed with the holding of a meeting of 
stockholders and adopted the amendments herein certified 
by a consent in writing signed by all of them. 


Signed on June 29, 1984. 


TKAMEL TECHNOLOGY LTD. 


oy: a 


Title: President 


> Secretary 


State of California) 
) $s.: 
County of Santa Clara) 


On June 29, 1984, personally appeared before me, a 
Notary Public, for the State and County aforesaid, 
Sam Tramiel, as President of TRAMEL TECHNOLOGY LTD., and 
Leonard 1. Schreiber, as Secretary of TRAMEL TECHNOLOGY 
LTD., who acknowledged that they executed the ahove 
instrument. 


1H yan 


Notary —— 
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F iLED 
N THE OFFICE OF THE 
OF STATE GF THE 
SeCRETAK! GE NEVADA 


SEP 12 1986 


keene eerticn ee CERTIFICATE OF AMENDMENT OF 
ARTICLES OF INCORPORATION 
OF 
ATARI, CORP. 


Filing Fee: $50.00 


Pursuant to the provisions of Nevada Revised Statutes, 
Title 7, Chapter 78, the undersigned, Sam Tramiel and Garry 
Tramiel, do hereby certify: 


1. They are the President and Secretary, 
respectively, of ATARI, CORP., a Nevada corporation. 


2. The FIRST Article of the Articles of 
Incorporation of the Corporation shall be amended to read in 
full as follows: 


“FIRST: The name of the corporation 
(hereinafter called the “corporation”) is 
ATARI CORPORATION.” 


3. The first paragraph of the FOURTH Article of the 
Articles of Incorporation of the Corporation is deleted in its 
entirety and replaced with the following language: 


“FOURTH: The corporation is authorized to 
issue two classes of shares of stock, to be 
designated, respectively, as “Common Stock" 
and “Preferred Stock". The total number of 
authorized shares of stock which the 
corporation may issue is one hundred and ten 
millicn (110,000,000), of which one hundred 
Million (100,000,000) shares shall be shares 
of Common Stock, of a par value of one cent 
($.01) each, and ten million (10,000,000) 
Shares shall be shares of Preferred Stock, 

of a par value of one cent ($.01) each. 


The Preferred Stock may be divided into such 
number of series as the Board of Directors 
May determine. The Board of Directors is 
authorized to fix the number of shares of 
any series of Preferred Stock and to 
determine the designation of such series. 
The Board of Directors is also authorized to 
determine and alter the rights, preferences, 
privileges and restrictions granted to and 
imposed upon any wholly unissued series of 


Preferred Stock. The Board of Directors, 
within the limits and restrictions stated in 
any resolution or resolutions of the Board 
of Directors originally fixing the number of 
shares constituting any series, may increase 
Or decrease (but not below the number of 
Shares of such series then outstanding) the 
number of shares of any series subsequent to 
the issue of shares of that series. 


Upon the amendment of this Article FOURTH to 
read as herein set forth, each outstanding 
share of Common Stock is combined and 
converted into one-half share of Common 
Stock." 


4. Exceot as expressly modified by the foregoing 
amendments, the Articles of Incorporation of this Corporation, 
as filed with the Secretary of State of the State of Nevada on 
May 17, 1984 and amended by the Certificate of Amendment filed 
with such Secretary of State on July 11, 1984, remain unaltered 
and in full force and effect. 


5. The foregoing amendments were approved by 
resolutions duly adopted by the Board of Directors of the 
Corporation on September 8, 1986, which resolutions declared 
the advisability of such amendments, directed that such 
amendments be submitted to the vote of the stockholders of the 
Corporation entitled to vote thereon, and authorized the 


preparation and filing of this Certificate by the undersigned 
officers upon obtaining the requisite vote of the stockholders 
of this Corporation. 


6. The foregoing amendments were duly approved by 
the required vote of the stockholders of the Corporation; the 
Corporation has only one class of stock and 33,324,700 shares 
of such class are outstanding; a majority vote of such shares 
was required for approval of the amendments; and 28,223,819 
shares of such stock, constituting a majority of such 
outstanding shares, were voted in favor of the amendments on 
September 8, 1986 by the written consent of the stockholders 
holding such shares. 


Executed on: ATARI, CORP. 


September |] ip 1986 
By: ————— 
Name & Title: Sam Tramiel, Président 


By: 
Name & Tit 


State of California 
County of Santa Clara 


On g, _._.. personally appeared before me, a 
Notary Public for the State and County aforesaid, Sam Tramiel, 
and Garry Tramiel, personally known to me or proved to me on 
the basis of satisfactory evidence to be the persons whose 
names are subscribed to the above instrument and acknowledged 
to me that they executed the above instrument. 


Notary Public 


OFFICIAL SEAL 
DEBORAH W. BROWN 
Motary Pu Dile-Califomis 
SANTA CLARA COUNTY 


Exhibit 3.4 


BYLAWS 


OF 


TRAMEL TECHNOLOGY, LTD. 


(a Nevada corporation) 


ARTICLE I 
STOCKHOLDERS 


1. CERTIFICATES REPRESENTING STOCK. Every holder 
of stock in the corporation shall be entitled to have a cer- 
tificate signed by, or in the name of, the corporation by 
the Chairman or Vice-Chairman of the Board of Directors, if 
any, or by the President or a Vice-President and by the 
Treasurer or an Assistant Treasurer or the Secretary or an 
Assistant Secretary of the corporation or by agents 
designated by the Board of Directors, certifying the number 
of shares owned by him in the corporation and setting forth 
any additional statements that may be required by the 
General Corporation Law of Nevada. If any such certificate 
is countersigned or otherwise authenticated by a transfer 
agent or transfer clerk or by a registrar other than the 
corporation, a facsimile of the signature of any such 
officers or agents designated by the Board may be printed or 
lithographed upon such certificate in lieu of the actual 
Signatures. In case any officer or officers who shall have 
signed, or whose facsimile signature or signatures shall 
have been used on, any such certificate or certificates 
shall cease to be such officer or officers of the 
corporation before such certificate or certificates shall 
have been delivered by the corporation, such certificate or 
certificates may nevertheless be adopted by the corporation 
and be issued and delivered as though the person or persons 
who signed such certificate or certificates, or whose 
facsimile signature or signatures shall have been used 
thereon, had not ceased to be such officer or officers of 
the corporation. 


Whenever the corporation shall be authorized to 
issue more than one class of stock or more than one series 
of any class of stock, and whenever the corporation shall 
issue any shares of special stock, the certificates 
representing shares of any such class or series or of any 
such special stock shall set forth thereon the statements 


prescribed by the Generali Corporation Law. Any restrictions 
on the transfer or registration of transfer of 

any shares of stock of any class or series shall be noted 
conspicuously on the certificate representing such shares. 


The corporation may issue a new certificate of 
stock in place of any certificate theretofore issued by it, 
alleged to have been lost, stolen, or destroyed, and the 
Board of Directors may require the owner of any lost, 
stolen, or destroyed certificate, or his legal 
representative, to give the corporation a bond sufficient to 
indemnify the corporation against any claim that may be made 
against it on account of the alleged loss, theft, or 
destruction of any such certificate or the issuance of any 
such new certificate. 


2. FRACTIONAL SHARE INTERESTS. The corporation 
shall not be obliged to but may execute and deliver a 
certificate for or including a fraction of a share. In lieu 
of executing and delivering a certificate for a fraction of 
a share, the corporation may pay to any person otherwise 
entitled to become a holder of a fraction of a share an 
amount in cash specified for such purpose as the value 
thereof in the resolution of the Board of Directors, or 
other instrument pursuant to which such fractional share 
would otherwise be issued, or, if not specified therein, 
then as may be determined for such purpose by the Board of 
Directors of the issuing corporation; or may execute and 
deliver registered or bearer scrip over the manual or 
facsimile signature of an officer of the corporation or of 
its agent for that purpose, exchangeable as therein provided 
for full share certificates, but such scrip shall not 
entitle the holder to any rights as a stockholder except as 
therein provided. Such scrip may provide that it shall 
become void unless the rights of the holders are exercised 
within a specified period and may contain any other 
provisions or conditions that the corporation shall deem 
advisable. Whenever any such scrip shall cease to be 
exchangeable for full share certificates, the shares that 
would otherwise have been issuable as therein provided shall 
be deemed to be treasury shares unless the scrip shall 
contain other provision for their disposition. 


3 STOCK TRANSFERS. Upon compliance with 
provisions restricting the transfer or registration of 
transfer of shares of stock, if any, transfers or 
registration of transfers of shares of stock of the 
corporation shall be made only on the stock ledger of the 
corporation by the registered holder thereof, or by his 
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attorney thereunto authorized by power of attorney duly 
executed and filed with the Secretary of the corporation or 
with a transfer agent or a registrar, if any, and on 
surrender of the certificate or certificates for such shares 
of stock properly tndorsed and the payment of all taxes, if 
any, due thereon. 


of determi 

vote at any meeting of stockholders or any adjournment 
thereof, or to express consent to corporate action in 
writing without a meeting, or entitled to receive payment of 
any dividend or other distribution or the allotment of any 
rights, or entitled to exercise any rights in respect of any 
change, conversion, or exchange of stock or for the purpose 
of any other lawful action, the directors may fix, in 
advance, a record date, which shall not be more than sixty 
days nor less than ten days before the date of such meeting, 
nor more than sixty days prior to any other action. If no 
record date is fixed, the record date for determining 
stockhciders entitled to notice of or to vote at a meeting 
of stockholders shall be at the close of business on the day 
next preceding the day on which notice is given, or, if 
notice is waived, at the close of business on the day next 
preceding the day on which the meeting is held; the record 
date for determining stockholders entitled to express 
consent to corporate action in writing without a meeting, 
when no prior action by the Board of Directors is necessary, 
shall be the day on which the first written consent is 
expressed; and the record date for determining stockholders 
for any other purpose shall be at the close of business on 
the day on which the Board of Directors adopts the 
resolution relating thereto. A determination of 
stockholders of record entitled to notice of or to vote at 
any meeting of stockholders shall apply to any adjournment 
of the meeting; provided, however, that the Board of 
Directors may fix a new record date for the adjourned 
meeting. 


5. MEANING OF CERTAIN TERMS. As used in these 
Bylaws in respect of the right to notice of a meeting of 
stockholders or a waiver thereof or to participate or vote 
thereat or to consent or dissent in writing in lieu of a 
meeting, as the case may be, the term "Share" or "shares" or 
"share of stock" or "shares of stock" or "stockholder" or 
"stockholders" refers to an outstanding share or shares of 
stock and .o a holder or holders of record of outstanding 
shares of stock when the corporation is authorized to issue 
only one class of shares of stock, and said reference is 
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also intended to include any outstanding share or shares of 
stock and any holder or holders of record of outstanding 
shares of stock of any class upon which or upon whom the 
Articles of Incorporation confers such rights where there 
are two or more classes or series of shares of stock or upon 
which or upon whom the General Corporation Law confers such 
rights notwithstanding that the articles of incorporation 
may provide for more than one class or series of shares of 
stock, one or more of which are limited or denied such 
rights thereunder; provided, however, that no such right 
shail vest in the event of an increase or a decrease in the 
authorized number of shares of stock of any class or series 
which is otherwise denied voting rights under the provisions 
of the Articles of Incorporation. 


6. STOCKHOLDER MEETINGS. 


~ TIME. The annual meeting shall be held on the 

date and at the time fixed, from time to time, by the 
directors, provided, that the first annual meeting shall be 
held on a date within thirteen months after the organization 
of the corporation, and each successive annual meeting shall 
be held on a date within thirteen months after the date of 
the preceding annual meeting. A special meeting shall be 
held on the date and at the time fixed by the directors. 


- PLACE. Annual meetings and special meetings 
shall be held at such place, within or without the State of 
Nevada, as the directors may, from time to time, fix. 
Whenever the directors shall fail to fix such place, the 
meeting shall be held at the principal office of the 
corporation in the State of Nevada. 


- CALL. Annual meetings and special meetings may 
be called by the directors or by any officer instructed by 
the directors to call the meeting. 


x NOTICE OR WAIVER OF NOTICE. Notice of all 


a Vice-President, or the Secretary, or an Assistant 
Secretary, or by such other person or persons as the 
directors shall designate. Such notice shall state the 
purpose or purposes for which the meeting is called and the 
time when, and the place, where it is to be held. A copy of 
such notice shall be either delivered personally to, or 
shall be mailed postage prepaid, to each stockholder not 
less than ten nor more than sixty days before such meeting. 
If mailed, it shall be directed to a stockholder at his 
address as it appears upon the records of the corporation. 
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Any stockholder may waive notice of any meeting by a writing 
signed by him, or his duly authorized attorney, either 
before or after the meeting; and whenever notice of any kind 
is required to be given under the provisions of the General 
Corporation Law, a waiver thereof in writing and duly signed 
whether before or after the time stated therein, shall be 
deemed equivalent thereto. 


- CONDUCT OF MEETING. Meetings of the 
stockholders shall be presided over by one of the following 
officers in the order of seniority and if present and acting 
- the Chairman of the Board, if any, the Vice-Chairman of 
the Board, if any, the President, a Vice-President, or, if 
none of the foregoing is in office and present and acting, 
by a chairman to be chosen by the stockholders. The 
Secretary of the corporation, or in his absence, an 
Assistant Secretary, shall act as secretary of every 
meeting, but if neither the Secretary nor an Assistant 
Secretary is present the Chairman of the meeting shall 
appoint a secretary of the meeting. 


- PROXY REPRESENTATION. Every stockholder may au- 
thorize another person or persons to act for him by proxy 
appointed by an instrument in writing in all matters in 
which a stockholder is entitled to participate, whether by 
voting or participating at a meeting, or expressing consent 
or dissent without a meeting. Every proxy must be executed 
by the stockholder or by his attorney-in-fact. No proxy 
shall be valid after the expiration of six months from the 
date of its execution, unless coupled with an interest or 
unless it specifies therein the length of time for which it 
is to continue in force, which in no case shall exceed seven 
years from the date of its execution. 


~ INSPECTORS. The directors, in advance of any 
meeting, may, but need not, appoint one or more inspectors 
of election to act at the meeting or any adjournment 
thereof. If an inspector or inspectors are not appointed, 
the person presiding at the meeting may, but need not, 
appoint one or more inspectors. In case any person who may 
be appointed as an inspector fails to appear or act, the 
vacancy may be filled by appointment made by the directors 
in advance of the meeting or at the meeting by the person 
presiding thereat. Each inspector, if any, before entering 
upon the discharge of his duties, shall take and sign an 
oath faithfully to execute the duties of inspector at such 
meeting with strict impartiality and according to the best 
of his ability. The inspectors, if any, shall determine the 
number of shares of stock outstanding and the voting power 
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of each, the shares of stock represented at the meeting, the 
existence of a quorum, the validity and effect of proxies, 
and shall receive votes, ballots or consents, hear and 
determine all challenges and questions arising in connection 
with the right to vote, count and tabulate ali votes, 
ballots or consents, determine the result, and do such acts 
as are proper to conduct the election or vote with fairness 
to all stockholders. On request of the person presiding at 
the meeting, the inspector or inspectors, if any, shall make 
a@ report in writing of any challenge, question or matter 
determined by him or them and execute a certificate of any 
fact found by him or them. 


- QUORUM. The holders of a majority of the 
outstanding shares of stock or of the voting power, as the 
case may be, shall constitute a quorum at a meeting of 
s’.ocknolders for the transaction of any business unless the 
action to be taken at the meeting shall require a greater 
proportion. The stockholders present may adjourn the 
meeting despite the absence of a quorum. 


~ VOTING. Each share of stock shall entitle the 
holder thereof to one vote. In the election of directors, a 
plurality of the votes cast shall elect. Any other action 
shall be authorized by a majority of the votes cast except 
where the General Corporation Law, the Articles of 
Incorporation, or these Bylaws prescribe a di. erent 
percentage of votes and/or a different exercise of voting 
power. in the election of directors, voting need not be by 
ballot; and, except as otherwise may be provided by the 
General Corporation Law, voting by ballot shall not be 
required for any other action. 


Ve STOCKHOLDER ACTION WITHOUT MEETINGS. Any 
action, except the election of directors, and except as may 
otherwise be provided by the General Corporation Law, which 
may be taken by the vote of stockholders at a meeting, may 
be taken without a meeting if authorized by the written 
consent of stockholders holding at least a Majority of the 
voting power; provided that if any greater proportion of 
voting power is required for such action at a meeting, then 
such greater proportion of written consents shall be 
required. In no instance where action is authorized by 
written consent need a meeting of stockholders be called or 
noticed. 


ARTICLE II 
DIRECTORS 


1. FUNCTIONS AND DEFINITION. The business and 
affairs of the corporation shall be managed by the Board of 
Directors of the corporation. The Board of Directors shall 
have authority to fix the compensa.ion of the members 
thereof for services in any capacity. The use of the phrase 
“whole Board" herein refers to the total number of directors 
which the corporation would have if there were no vacancies. 


2. QUALIFICATIONS AND NUMBER. Each director must 
be at least 18 years of age: A director need not be a 
stockholder or a resident of the State of Nevada. The 
initial Board of Directors shall consist of one person. 
Thereafter the number of directors constituting the whole 
board shall be at least three, except that, in cases where 
all the shares of the corporation are owned beneficially and 
of record by either one or two stockholders, the number of 
directors may bc less than three but not less than the 
number of such stockholders. Subject to the foregoing 
limitation and exceot for the first Board of Directors, such 
number may be fixed from time to time by action of the 
stockholders or of the directors, or, if the number is not 
fixed, the number shall be one. The number of directors 


may be increased or decreased by action of the stockholders 
or of the directors. 


3. ELECTION AND TERM. The first Board of 
Directors shall hold office tntil the first annual meeting 
of stockholders and until their successors are elected and 
qualified or until their earlier resignation or removal. 
Any director may resign at any time upon written notice to 
the corporation. Thereafter, directors who are elected at 
an annual meeting of stockholders, and directors who are 
elected in the interim to fill vacancies and newly created 
directorships, shall hold office until the next annual 
meeting of stcckholders and until their successors are 
elected and qualified or until their earlier resignation or 
removal. In the interim between annual meetings of 
scockholders or of special meetings of stockholders called 
for the election of directors and/or for the removal of one 
Or more directors and for the filling of any vacancy in that 
connection, newly created directorships and any vacancies in 
the Board of Directors, including any vacancies resulting 
from the removal of directors for cause or withcut cause by 
the stockholders and not filled by said stociholders, may be 
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filled by the vote of a majority of the remaining directors 
then in office, although less than a quorum, or by the sole 
remaining director. 


4. MEETINGS. 


- TIME. Meetings shall be held at such time as 
the Board shall fix, except that the first meeting of a 
newly elected Board shall be held as soon after its election 
as the directors may conveniently assemble. 


~ PLACE. Meetings shall be held at such place 
within or without the State of Nevada as shall be fixed by 
the Board. 


- CALL. No call shall be required for regular 
meetings for which the time and place have been fixed. 
Special meetings may be called by or at the direction of the 
Chairman of the Board, if any, the Vice-Chairman of the 
Board, if any, of the President, or of a majority of the 
directors in office. 


- NOTICE OR ACTUAL CR CONSTUCTIVE WAIVER. No 
notice shall be required for regular meetings for which the 
time and place have been fixed. Written, oral, or any other 
mode of notice of the time and place shall be given for 
special meetings in sufficient time for the convenient 
assembly of the directors thereat. Notice if any need not 
be given to a director or to any member of a committee of 
directors who submits a written waiver of notice signed by 
him before or after the time stated therein. 


- QUORUM AND ACTION. A majority of the whole 
Board shall constitute a quorum except when a vacancy or 
vacancies prevents such majority, whereupon a majority of 
the directors in office shall constitute a quorum, provided, 
that such majority shall constitute at least one-third of 
the whole Board. A majority of the directors present, 
whether or not a quorum is present, may adjourn a meeting to 
another time and place. Except as the Articles of 
Incorporation or these Bylaws may otherwise provide, and 
except as otherwise provided by the General Corporation Law, 
the act of a majority of the directors present at a meeting 
at which a quorum is present shall be the act of the Board. 
The quorum and voting provisions herein stated shall not be 
construed as conflicting with any provisions of the General 
Corporation Law and these Bylaws which govern a meeting of 
directors held to fill vacancies and newly created 
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directorships in the Board or action of disinterested 
directors. 


Members of the Board or of any committee which may 
be designated by the Board may participate in a meeting of 
the Board or of any such committee, as the case may be, by 
means of a conference telephone network or a similar 
communications methed by which all persons participating in 
the meeting hear each other. Participation in a meeting by 
said means shall constitute presence in person at any such 
meeting. Each person participating in a meeting by such 
means shall sign the minutes thereof. 


~ CHAIRMAN OF THE MEETING. The Chairman of the 
Board, if any and if present and acting, shall preside at 
all meetings. Otherwise, the Vice-Chairman of the Board, if 
any and if present and acting, or the President, if present 
and acting, or any other director chosen by the Board, shall 
preside. 


5. REMOVAL OF DIRECTORS. Any or all of the 
directors may be removed for cause or without cause by the 
holders of at least two thirds of the outstanding stock of 
the corporation. One or more of the directors may be 
removed for cause by the Board of Directors. 


6. COMMITTEES. Whenever its number consists of 
two or more, the Board of Directors may, by resolution 
passed by a majority of the whole Board, designate one or 
more committees, each committee to consist of one or more of 
the directors of the corporation and each committee to have 
such powers and duties as the Board shall determine. Any 
such committee, to the extent provided in the resolution or 
resolutions of the Board, shall have and May exercise the 
powers and authority of the Board of Directors in the 
management of the business and affairs of the corporation 
and may authorize the seal or stamp of the corporation to be 
affixed to all papers on which the corporation desires to 
place a seal or stamp. 


7. WRITTEN ACTION. Any action required or 
permitted to be taken at any meeting of the Board of 
Directors or of any committee thereof May be taken without a 
meeting if a written consent thereto is signed by all the 
members of the Board or committee, as the case may be. 


ARTICLE III 
OFFICERS 


Le The corporation shall have a President, a 
Secretary, a Treasurer, a Resident Agent, and, if deemed 
necessary, expedient, or desirable by the Board of 
Directors, a Chairman of the Board, a Vice-Chairman of the 
Board, an Executive Vice-President, one or more other 
Vice-Presidents, one or more Assistant Secretaries, one or 
more Assistant Treasurers, and such other officers, agents 
and factors with such titles as the resolution choosing them 
shall designate. Each of any such officers, agents, and 
factors shall be chosen by the Board of Directors or chosen 
in the manner determined by the Board of Directors. 


2. QUALIFICATIONS. Except as may otherwise be 
provided in the resolution choosing him, no officer other 
than the Chairman of the Board, if any, and the Vice- 
Chairman of the Board, if any, need be a director. 


Any two or more offices may be held by the same 
person, as the directors may determine. 


3. TERM OF OFFICE. Unless otherwise provided in 
the resolution choosing him, each officer, except the 
Resident Agent, shall be chosen for a term which shall 
continue until the meeting of the Board of Directors 
following the next annual meeting of stockholders and until 
his successor shall have been chosen and qualified. The 
Resident Agent shall serve until his or its successor shall 
have been chosen and qualified. 


Any officer may be removed, with or without cause, 
by the Board of Directors or in the manner determined by the 
Board. 


Any vacancy in any office may be filled by the 
Board of Directors or in the manner determined by the Board. 


4. DUTIES AND AUTHORITY. All officers of the 
corporation shall have such authority and perform such 
duties in the management and operation of the corporation as 
shall be prescribed in the resolution designating and 
choosing such officers and Prescribing their authority and 
duties, and shall have such additional authority and duties 
as are incident to their office except to the extent that 
such resolutions or instruments may be inconsistent 
therewith. 
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ARTICLE IV 
PRINCIPAL OFFICE - RESIDENT AGENT - RECORDS 


The location of the initial principal office of 
the corporation in the State of Nevada is set forth in the 
original Articles of Incorporation of the corporation; and 
the name of the initial resident agent of the corporation 
in charge of said principal office is The Prentice-Hall 
Corporation System, Nevada, Inc. 


The corporation shall maintain at said principal 
office a copy of its Articles of Incorporation, and all 
amendments thereto, and a copy of these Bylaws, and all 
amendments thereto, as certified by the Secretary of the 
corporation. The corporation shall also keep at said 
principal office a stock ledger or a duplicate stock ledger, 
revised annually, containing the names, alphabetically 
arranged, of all persons who are stockholders of the 
corporation, showing their places of residence, if known, 
and the number of shares held by them respectively or a 
statement setting out the name of the custodian of the stock 
ledger or duplicate stock ledger, and the present and 
complete post office address, including street and number, 
if any, where such stock ledger or duplicate stock ledger is 
kept. 


ARTICLE V 
CORPORATE SFAL OR STAMP 


The corporate seal or stamp shall be in such form 
as the Board of Directors may prescribe. 


ARTICLE VI 
FISCAL YEAR 


The fiscal year of the corporation shall be fixed, 
and shall be subject to change, by the Board of Directors. 


ARTICLE VII 


CONTROL OVER BYLAWS 


The power to amend, alter, and repeal these Bylaws 
and to make new Bylaws shall be vested in the Board of 


Directors subject to the Bylaws, if any, of the 
stockholders. 


I HEREBY CERTIFY that the foregoing is a full, 
true and correct copy of the Bylaws of TRAMEL TECHNOLOGY, 
LTD., a Nevada corporation, as in effect on the date hereof. 


WITNESS my hand and the seal or stamp of the 


A - ‘ Vy, 
an 4; - 


Assis ecretary of 
T L TECHNOLOGY, LTD. 


Dated: 


me 
cS 
a 
= 
2 
& 

3g 
ia 


DRAFT 4 


OFM SOPTWARE LICENSE AGREEMENT 


BETWEEN 


DIGITAL RESEARCH (CALIFORNIA) INC. 
("DRI") 


ATARI, CORP. 
"LICENSEE" 


August 22, 1984 


Agreement Number 


D100 (August/1984) 


OEM SOFTWARE LICENSE AGREEMENT 


Digital Research (California) Inc. ("DRI") a California 
corporation, with offices at 160 Central Avenue, Pacific Grove, 
California 93950 agrees to grant and Atari, Corp. ("Licensee") a 
Nevada corporation with offices at 1265 Borregas, Sunnyvale, 
California 94086 agrees to accept nonexclusive, nontransferable 
worldwide Licenses to Use, reproduce and distribute Licensed 
Programs subject to the terms and conditions of this Agreement. 
Such Licenses shall be effective when a SUPPLEMENT to this 
Agreement or an Amendment incorporating SUPPLEMENT (s) 
(hereinafter referred to as "SUPPLEMENT") for each Licensed 
Program is executed by PRI. Any additional terms and conditions 
which this Agreement states are to be specified by DRI for a 
Licensed Program will be designated in the applicable SUPPLEMENT. 


1. DEFINITIONS 


In this Agreement, the terms: . 


"License" means the nonexclusive, nontransferable right of the 
Licensee to Use, reproduce and distribute the Licensed Program 
subject to the provisions of this Agreement. 


“Licensed Program" means DRI's computer programs including 
machine-readable code, intermediate code or interpreted form 
specified in a SUPPLEMENT and all corrections, modifications, and 
enhancements to such program made by DRI and provided hereunder. 
Licensed Program does not include Source Code. The list of 
Licensed Programs in SUPPLEMENT A shall be amended by DRI from 
time to time to specify new OEM systems software Products defined 
as Operating Systems, Programmer Support Utilities, Development 
Languages, and User Interfaces then generally available from DRI 
under this Acreement, as well as Product deletions. 
Notwithstanding the foregoing, any new applications developed by 
DRI shall not be included in this Agreement as a Licensed 
Program. Product deletions shall be for the purpose of indicating 
termination of DRI support, however, and Licensee shall continue 
to have other license rights hereunder to such Products. 


"Use" means copying any portion of a Licensed Program into a 
machine and/or transmitting it to a machine, for processing of 
the machine instructions or statements contained in such material. 


*Documentation® means any combination of DRI's user manuals, 
Pprogrammers' guides, system guides and related DRI materials 
which facilitate the Use of the Licensed Programs. 


"Defined Computer" means those computer hardware products manu- 
factured by or for Licensee, marketed under Licensee's name and 
identified in the applicable SUPPLEMENT, and those same hardware 
products private branded to resellers like Sears, but not to 
OEM's, except as provided in Amendment No. I. 
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“Product" means a Licensed Program or Documentation and any 
combination of a Licensed Program and Documentation. 


"End User License Agreement" means the standard DRI End User 
License Agreement attached as an EXHIBIT or other DRI approved 
form which may be attached as an EXHIBIT to this Agreement. 


"Release" of a Licensed Program refers to the number prior to 
decimal point of a Licensed Program identification 
number. "Version" of a Licensed Program refers to the number 
after the decimal point of a Licensed Program identification 
number. For example, PL/I 1.4 is Release 1, Version 4 of the 
PL/I Program. 


"Registration Card* means the form attached as an EXHIBIT or 
other DRI-approved registration form by which an end user 
licensee registers a Licensed Program. 


"OEM Redistribution Kit" means a \Licensed Program and 


Documentation deliverables that are shipped to Licensee for each 
Licensed Program as specified in a SUPPLEMENT. 


"Software Redistribution Guide" means the informational guide 
supplied with each OEM Redistribution Kit which specifies DRI's 
requirements regarding reproduction, serialization and 
distribution of the Product. 


"Object Code" means the form of a Licensed Program resulting 
from the translation or processing of Source Code by a computer 
into machine language or intermediate code, and thus is in a form 
that would not be convenient to human understanding of the 
program logic, but which is appropriate for execution or 
intecpretation by a computer. 


"Source Code" means a form of a Licensed Program in which the 
program logic is easily deduced by a human being, such as a 
printed listing of the program, or in an encoded machine-readable 
form, such as might be recorded on magnetic tape or disk, from 
which a printed listing can be made by processing it with a 
computer. 


"Derivative Works" means a revision, modification, translation, 
abridgement, condensation or expansion of a Product or any other 
form in which such Product may be recast, transferred or adapted, 
which if prepared without the consent of DRI would constitute a 
copyright infringement. 


2. LICENSE. 


2.1 DRI grants Licensee a nonexclusive, nontransferable 
worldwide license during the term hereof to reproduce 
and distribute each Licensed Program sOlely for Use on 
a Defined Computer and solely as implemented to operate 
under a specific implementation of the CP/M-68K operating 
system and subject to the provisions of the applicable 
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SUPPLEMENT. Licensee shall have the right to distribute 
each Licensed Program to end users as part of such 
distribution pursuant to the terms and limitations of Section 9 
hereof, through the use of the End User License Agreement. 
Licensee may distribute the Licensed Programs bundled and 
unbundled on Defined Computers. When Licensee distributes the 
Licensed Programs unbundled, each copy distributed must have a 
label attached to each, which states Clearly that use of the 
Licensed Program is limited to use only on Licensee's Model xxx 
computer hardware product(s). — 


2.2 Unless Source Code is specified for delivery for a 
particular Licensed Program in a SUPPLEMENT, Licensee shall have 
no rights to Source Code to any Licensed Program and Licensee 
shall not disassemble, reverse assemble or reverse compile such 
Licensed Program. If Source Code is specified for delivery in a 
SUPPLEMENT for any Licensed Program, Licensee is granted a 
nonexclusive, nontransferable license, without right to 
sublicense, to Use the Source Code for such Licensed Program for 
Licensee's internal use only, for the sole purpose of maintaining 
and supporting the Licensed Programs distributed to end users, 
and for creating Derivative Works as outlined in Paragraph 2.3 
below. Licensee agrees that the Source Code is DRI Confidential 
Information which shall be treated in accordance with Section 
12 and shall be used only Licensee's offices in Sunnyvale, 
California and at such other locations as may be designated in 
writing to DRI by Licensee. Licensee is granted the right to 
make one (1) archival or backup copy of the machine-readable 
Source Code, if licensed. However, Licensee may not reproduce the 
printed Source Code under any circumstances. 


2.3 Licensee may create Derivative Works for those Licensed 
Programs for which Licensee has acquired Source Code but rights 
in the original Source and Object Code of the Licensed Program 
shall remain with DRI. DRI shall not be responsible for any 
Support or maintenance of any Derivative Works. All Derivative 
Works shall be subject to the License set forth in Paragraph 2.1, 
except that Licensee shall have a sole license during the term of 
this Agreement to distribute such Derivative Works in Object Code 
form only. Licensee shall Promptly register with the u.S. 
Copyright Office, in the joint names of DRI and Licensee, all 
Derivative Works, as a derivative work based upon DRI copyrighted 
material. Distribution of Derivative Works shall be subject to 
compliance with the requirements set forth in the Software 
Redistribution Guide with regard to copyrights, trade names. and 
trademarks. Upon termination of this Agreement, all rights to 
Derivative Works shall vest in DRI. In such latter event, 
Licensee shall cooperate and take such actions as DRI may 
reasonably request to assign all rights in and to Derivative 
Works to DRI. 


2.4 Licensee may Use a Licensed Program internally for 
Licensee's own use for testing, demonstrating, . training, and 
Sales purposes by its own personnel. All copies distributed for 
such internal purposes. shall be serialized and registered in 
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Licensee's name as though an end user copy, and shall count in 
any royalty or quantity limitation under this Agreement. 


2.5 No license is granted for any use or reproduction of 
any Product for which the required payment has not been made by 
Licensee or Licensee's end users. 


2.6 Licensee shall ensure that any Licensed Program or 
Documentation shall be distributed to end users only in a form as 
implemented in accordance with paragraph 2.1 above. Licensee may 
make Defined Computer specific BIOS or XIOS implementations 
necessary for the operation of a Licensed Program operating 
system on a Defined Computer. All rights and title to such 
Defined Computer specific BIOS, XIOS, LIOS or other 
implementations shall belong to Licensee. Nothing herein shall 
prevent DRI from creating, using and distributing any 
microprocessor based XIOS, BIOS, LIOS or any other 
implementations for the Licensed Programs. 


ye | The term of the license granted hereunder shall be 
three (3) years from the date of first customer Shipment of any 
Defined Computer or June 1, 1985, whichever first occurs. From 
time to time DRI and Licensee may enter into separate agreements 
for the implementation or modification of Licensed Programs. 
Unless otherwise specified, the terms and conditions of this 
Agreement shall apply to such modifications and enhancements. 


3. DELIVERY. 

3.1 Upon receipt and execution of this Agreement and a 
SUPPLEMENT hereto, DRI agrees to deliver the Product specified in 
the SUPPLEMENT. All deliveries of any Products under this 
Agreement shall be fob destination. 


4. PAYMENT; TAXES 


4.1 All payments provided for in this Agreement are 
net and Licensee shall pay all taxes, customs duties, insurance, 
shipping and other charges. Ail payments shall be made in United 
States currency only. 


4.2 All payments by Licensee to DRI shall be due as 
specified in a SUPPLEMENT. Payments required as a result of 
maintenance of the records required by Section 5.1 hereof, shall 
be due within thirty (30) days after the end of each calendar 
month for copies of ary Licensed Program distributed by Licensee 
during such calendar month. In no event shall Licensee be 
entitled to a refund of prepaid royalties nor shall Licensee be 
relieved from any guaranteed minimum payment obligation, which 
Obligations shall survive any termination of this Agreement. Any 
delay in the delivery of Source Code or Camera Ready Copy for 
Documentation, if applicable, shall not constitute a reason for 
delay of payment under this Agreement. 
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4.3 If any payment, or any other sum due from Licensee 
under this Agreement, should become past due, DRI may, without 
declaring Licensee to be in default, charge Licensee a late 
Payment charge of one and one-half percent (1.5%) per month on 
the past due balance, but not in excess of the lawful maximum. 


4.4 Licensee shall pay or reimburse DRI for amounts equal to 
any taxes, other duties, tax penalties, or amounts in lieu 
thereof however designated, now or hereafter levied or based on 
payments due under this Agreement, any license granted hereunder, 
the transfer, use or distribution of Licensed Programs, or on the 
program storage media, exclusive of taxes based upon DRI's net 
income. In lieu thereof, Licensee shall provide to DRI a tax or 
other levy exemption certificate acceptable to the taxing or 
levying authority. 


5. RECORD KEEPING AND REPORTS. 


5-1 This Section 5 shall apply only toward a) any Licensed 
Programs added hereunder for which DRI must pay royalties to a 
third party; or b) any period of time after the initial three (3) 
year term hereof as specified in Section 2.7 above. 


5.2 Licensee agrees to maintain shipment records relating to 
Products in the manner specified in the Software Redistribution 
Guide. Licensee shall prepare and submit monthly reports to DRI : 
no later than thirty (30) days following the last business day of 
each calendar month which reports must specify the types and 
quantities and blocks of serial numbers of any Product’ shipped 
during that month. 


5.3 Licensee agrees to allow DRI's independent auditors to 
audit and analyze appropriate accounting records of Licensee to 
ensure compliance with all terms of this Agreement. Any such 
audit shall be permitted by Licensee within fifteen (15) days of 
Licensee's receipt of DRI's written request to audit, during 
normal business hours, at a mutually agreed upon time. The cost 
of such an audit will be borne by DRI unless a material 
discrepancy indicating inadequate record keeping or that 
additional license fees are due to DRI is discovered, in which 
case the cost of the audit shall be borne by Licensee. A 
discrepancy shall be deemed material if it involves Payment or 
adjustment of more than One Thousand Dollars ($1,000.00) in favor 
of DRI. Audits shall not interfere unreasonably with Licensee's 
business activities. 


6. TRADEMARKS; COPYRIGHT NOTICES 


§.1 The trademarks and trade names under which DRI markets 
any Product are the property of DRI. This Agreement gives 
Licensee no rights therein, except the restricted license to 
reproduce such trademarks and trade names. in any authorized 
reproduction of any Product, provided that DRI is referenced as 
the owner of the trade name or trademark, as specified in the 
Software Redistribution Guide. Licensee may not market the 
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Product under any other or different name than those specified by 
DRI, except that Licensee may add its name to the Product title, 
by DRI, for example: "The XYZ Computer CP/M ® Operating System." 
No other modification or supplementation of the names is 
authorized. 


6.2 Licensee agrees to maintain and respect the trademark, 
trade name and copyright notices of any Licensed Program and 
Documentation in connection with its advertisement and, 
distribution of any Product. Licensee shall request and use best 
efforts to insure compliance hereto by all Licensee's 
distributors and dealers. Copyright notices placed by Licensee 
shall read as specified in the DRI Software Redistribution Guide, 
DRI retains the right to specify the reasonable quality and 
Standards of all materials upon which a DRI trademark or trade 
name is used. Failure by Licensee to adhere to such reasonable 
standards of quality after consultation with DRI and oppertunity 
by Atari to correct shall be grounds for DRI to terminate 
Licensee's right to use of such trademark or trade name. 


7. . LICENSED PROGRAM REPRODUCTION; SERIALIZATION 


Fel Licensee is authorized to reproduce the Licensed 
Program only at Licensee's offices in Sunnyvale, California and 
at such other locations as may be specified in writing to DRI. 
No subsidiary or affiliate of Licensee shall have any right to 
reproduce the Licensed Program. 


7.2 Licensee agrees to consecutively serialize each copy of 


a Licensed Program in both machine readable and human readable 
form, as specified in the Software Redistribution Guide using 
DRI's proprietary serialization program format and using 
Lice see's origin number which will be assigned by DRI. 


8. DOCUMENTATION 


ee | Licensee may purchase from DRI Documentation at the 
price set forth in DRI's then current published OEM Price List. 
Licensee may imprint or sticker the Documentation with Licensee's 
name and address, in addition to that of DRI. 


8.2 Unless otherwise specified in a SUPPLEMENT, if 
Documentation reprint rights are purchased, Licensee may 
reproduce the existing version or a modified version of the 
Documentation in any language in accordance with the Software 
Redistribution Guide. Licensee shall promptly furnish DRI with a 
copy of, and promptly register with the vu. s. Copyright Office, 
in the joint names of DRI and Licensee, all translated or 
modified versions of the Documentation, as a derivative work 
based upon the original DRI copyrighted material. Licensee shall 
copyright all translations of the Documentation in the joint 
names of DRI and Licensee in every country in which it is 
published. Licensee shall, at its cost, file or register such 
copyrights where required to obtain protection in a particular 
country. DRI shall have a nonexclusive right to all modified 
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versions of the Documentation. Upon termination of this 
Agreement, all rights to modified versions of Documentation shall 
vest in DRI. In such latter event, Licensee shall cooperate and 
take such actions as DRI may reasonably request to assign all 
rights in and to modified versions of Documentation to DRI. 


9. DISTRIBUTION; EXPORT RESTRICTIONS 


9.1 Licensee shall include a copy of an end user license 
agreement affording no less protection of the Licensed Programs 
and creating no greater liability to DRI than the DRI End User 
License Agreement and shall also include a Registration Card with 
each copy of any Licensed Program distributed, as specified in 
the Software Redistribution Guide. Licensee shall use its best 
efforts to obtain either directly or through its distribution 
channels, the signature of the end user on the Registration Card 
and to cause the prompt return of the Registration Cards to DRI, 
Or to Licensee if designated in a SUPPLEMENT. 


9.2 Licensee shall take all reasonable steps to insure that 
each intermediate entity in its chain of distribution to the 
final end user respects DRI's copyrights, trade names and trade- 
marks, complies with the Product handling and licensing require- 
ments of this Agreement, and makes no unauthorized copies of DRI 
Products. 


9.3 End users may use the Licensed Program for the term ard 
in the manner provided for in the End User License Agreement. 
End user rights and obligations set forth therein will survive 
any termination of the relationship between Licensee and DRI. 


9.4 Licensee warrants to DRI that Licensee will do all 
things necessary to comply with United States export laws and 
regulations as they apply to Licensed Programs, Documentation, 
Products, Source Code and all other things delivered to, or 
derived from things delivered to, Licensee under this Agreement 
(all and any part of such things collectively referred to as 
Technical Data). 


9.5 Licensee warrants and hereby gives written assurance to 
DRI that neither the Technical Data or any portion thereof, nor 
any direct products (including processes or services) of the 
Technical Data will be shipped directly or indirectly, to 
Afghanistan, the Peoples Republic of China or to any country 
listed in the Country Groups Q, S, W, Yor Z, now or hereafter 
specified in Supplement No. 1 to Section 370 of the Export 
Administration Regulations issued by the U.S. Department of 
Commerce, except when such shipment is authorized by the United 
States Department of Commerce, Office of Export Administration. 


9.6 Licensee warrants and hereby gives written assurance to 
DRI that no Technical Data shall be exported or reexported to the 
Republic of South Africa or Namibia if the Technical Data or any 
Products of the Technical Data including the direct product and 
including processes and services of the data and any subsequent 
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products of the direct product, are for Gelivery, directly or 
indirectly, to or for use by or for military or police entities 
in these destinations or for use in servicing equipment owned, 
controlled or used by or for such entities and that any Technical 
Data that is exported or reexported to the Republic of South 
Africa or Namibia shall be accompanied by a written notice to the 
consignee that the direct product {including process and 
services) of the data may not be sold or otherwise made available 
directly or indirectly to the military or police entities in 
these destinations. 


9.7 Licensee, prior to any export, shall obligate with a 
written instrument Licensee's dealers, distributors and any other 
persons who, pursuant directly or indirectly to this Agreement, 
are to receive Technical Data and/or any direct products of the 
Technical Data; said written instrument will include written 
assurances of the type set forth in Paragraphs 9.4 through 9.6 
and any other provisions necessary for full compliance with the 
export laws and regulstions of the United States. 


10. PATENT AND COPYRIGHT INDEMNIFICATION 


1042 DRI will defend any action brought against the 
Licensee to the extent that it is based upon a claim that a 
Licensed Program, furnished hereunder and used within the scope 
of a License granted hereunder, infringes a United States 
copyright or patent. DRI will pay resulting costs, . damages and 
legal fees finally awarded against the Licensee in such action 
which are attributable to such claim provided that (1) the 


Licensee notifies DRI promptly in writing of any claim and (2) 
DRI has_ sole control of the defense of any such claim and all 
related settlement negotiations. 


10.2 Should the Licensed Program become, or be likely to 
become, in DRI's opinion, the subject of a claim of infringement 
of such copyright or patent, DRI may procure for the Licensee the 
right to continue using the Licensed Program, or replace or 
modify it to make it non-infringing. DRI shall have no liability 
for, and Licensee shall indemnify and hold DRI harmless from and 
against any claim based upon (1) Use of other than a current 
unaltered release of the Licensed Program or (2) Use, operation 
Or combination of the Licensed Program with non-DRI programs or 
data if such infringement would have been avoided but for such 
Use, operation or combination. The foregoing states the entire 
liability of DRI with respect to infringement of copyrights or 
patents. 


11. WARRANTY; SUPPORT; MAINTENANCE. 


11.1 DRI warrants only to Licensee that any unaltered 
Licensed Programs described in a SUPPLEMENT will substantially 
conform to the specifications in the published Documentation for 
such Licensed Programs in effect when Licensed Programs are 
shipped to Licensee. If Licensee finds what it believes to be 
errors or a failure of the Licensed programs to meet 
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specifications which significantly affect performance, and 
provides DRI with a written report, DRI will use reasonable 
efforts to correct promptly, at no cost to Licensee, any such 
errors or failures. This is Licensee's sole and exclusive remedy 
for any express or implied warranties hereunder other than the 
warranty against infringement specified in Section 10 hereof. 
DRI's warranty and obligation shall extend for a period of six 
(6) months from the date DRI first delivers the Licensed Program 
to Licensee. DRI's warranty and obligation is solely for the 
benefit of Licensee, who has no authority to extend this warranty 
to any other person or entity. DRI MAKES NO WARRANTY THAT ALL 
ERRORS OR FAILURES WILL BE CORRECTED. 


11.2 DRI agrees to make available to Licensee, for a period 
of six (6) months from the date DRI first delivers the Licensed 
Program to Licensee, DRI's current OEM Suppo-t services 
consisting of: verbal and written communication regarding 
probiems and technical advice; a product reference book for each 
DRI Licensed Program; regular updates to the product reference 
book; and development support assistance for BIOS/XIOS 
modifications in the form of general instructions on how Licensee 
debugs the Licensed Program and clarification of pocumentation. 
Support services under this Paragraph 11.2 will automatically be 
extended, and Licensee will be billed for additional one (1) year 
periods at the fees set forth in DRI's then current OEM Support 
Price List, unless Licensee provides DRI with notice of the 
nonrenewal of such extended support not less than thirty (30) 
days prior to the expiration of the then current period. 


123 DRI agrees to make available to Licensee, at no 
charge, as published during the term of this Agreement and only 
for so long as such Product is distributed by DRI, object code 
patches and corrections and Documentation which correct errors 
or problems discovered in the then current release and version of 
the Product. Such patches, corrections and Documentation may be 
distributed in written or machine readable form, or as an 
entirely new reproduction diskette, at DRI's option, and shall be 
considered part of the Product hereunder. Maintenance as defined 
in this Paragraph 11.3 entitles Licensee to new versions of a 
Licensed Program. 


11.4 Licensee is solely responsibie for all media provided 
to end users and for passing on to its distributors, dealers and 
end users ail maintenance materials, and for making the changes 
required in the master reproduction diskettes, both of which 
Licensee agrees to do. Licensee is solely responsible for all 
verbal and written contact with its end users of Licensed 
Programs in the following context: (1) software maintenance: 
patches and updates, and (2) software support: operational 
instruction, problem reporting, and technical advice. 


dian EXCEPT AS PROVIDED IN PARAGRAPH 11.1 AS TO LICENSEE, 
AND IN THE END USER LICENSE AGREEMENT AS TC THE END USER, DRI 
MAKES NO WARRANTY, EXPRESS OR IMPLIED, RESPECTING THE PRODUCT AND 
MAKES NO WARRANTY TO ANYONE OTHER THAN LICENSEE. AS BETWEEN DRI 
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AND LICENSEE, DRI DISCLAIMS ALL OTHER WARRANTIES, INCLUDING, BUT 
NOT LIMITED TO, THE IMPLIED WARRANTIES OF FITNESS FOR A 
PARTICULAR PURPOSE AND MERCHANTABILITY. 


12. CONFIDENTIAL INFORMATION. 


12.1 All documentation and information which is designated 
as DRI proprietary or confidential, mutually including without 
limitation drawings, Source Code, computer program listings, 
techniques, algorithms and processes and technical and marketing 
information ("Confidential Information") which is supplied by DRI 
to Licensee in connection with this Agreement {other than 
documentation and information intended for distribution to third 
parties) shall be treated confidentially by the receiving party 
and its employees and shall not be disclosed by the receiving 
party without the disclosing party's prior written consent. 
Information shall not be considered to be Confidential 
Information if it (1) is already or otherwise becomes publicly 
known through no act of the receiving Party; (2) is lawfully 
received from third parties subject to no restriction of 
confidentiality; or (3) can be shown by the recieving party to 
have been independently developed by it prior to such disclosure. 


12s2 Licensee shall not copy, reproduce, remanufacture, 
disassemble the Object Code or in any way duplicate all or any 
part of the Confidential Information, including translating it 
into another software language, except in accordance with the 
terms and conditions of this Agreement and as an authorized 
Licensee of the Source Code. Each party shall have an appropriate 


agreement with each of its employees having access to 
Confidential Information, sufficient to enable such party to 
comply with all terms of this Agreement. Each party agrees’ to 
protect the Confidential Information with the same standard of 
care and procedures which it uses to protect its own trade 
secrets and proprietary information. 


13. LIMITATION OF LIABILITY. 


pO Pee In no event shall DRI be liable for any loss of 
profits, loss of business, loss of use or of data, interruption 
of business, or for indirect, special, incidental or 
consequential damages of any kind whether under this Agreement or 
otherwise, even if DRI has been advised of the possibility of 
such damages, or for any claim against Licensee by any other 
party, except as provided in the section entitled "Patents and 
Copyright Indemnification". In no case will DRI be liable for 
any representation or warranty made to any third party by 
Licensee, any agent or Licensee, any distributor or dealer or 
other person or entity in the distribution chain. 


13.2 Notwithstanding anything in this Agreement to the 
contrary, DRI's entire liability to Licensee for damages 
concerning peformance or nonperformance by DRI or in any way 
related to the subject matter of this Agreeement and regardless 
of whether the claim for such damages is based in contract or in 


D100 (August/1984) ll 


tort, shall not exceed the amount of the payments made hereunder 
by Licensee to DRI related to such claim. 


14. TERMINATION. 


14.1 The term of this Agreement shall commence on the date 
executed by DRI and shall continue for the term of any license 
specified in Section 2.7 above unless earlier terminated as 
provided in this Section 14 or otherwise rightfully terminated. 


14.2 DRI may, at its option, terminate this Agreement and 
the licenses granted hereunder if Licensee fails to meet any of 
Licensee's material obligations and is in default under this 
Agreement; however, DRI shall notify Licensee of any such default 
in writing and Licensee shal have a sixty (60) day cure period 
from receipt thereof. 


14.3 The obligations of Licensee in Section 12.0 shall 
survive termination of this Agreement and shall remain in effect 
until the earlier of such time as the Confidential Information 
becomes in the public domain or eight (8) years following the 
termination of this Agreement... Upon termination of this 
Agreement, Licensee shall discontinue marketing and reproduction 
of the Product. Upon termination Licensee shall promptly return 
and make no further use of property, materials and other items 
and all copies thereof belonging to DRI relating to this 
Agreement. 


14.4 This Agreement is executory in nature and so long as 
Licensee has any continuing obligations hereunder, DRI shall be 
entitled to protect the Source Code and master reproduction 
diskettes of the Licensed Programs by impounding in the event 
that Licensee fails to promptly perform any obligation under this 
Agreement which would fully protect DRI's proprietary rights. No 
trustee, receiver or debtor in possession may retain the Licensed 
Programs in any form or sell or license any Products, unless all 
of the provisions of 11 U.S.C. Section 365 of the United States 
Bankruptcy Act have been complied with and DRI is adequately 
protected. 


14.5 Licensee understands and acknowledges that violation of 
Licensee's obligations pursuant to this Agreement and the 
SUPPLEMENTS and EXHIBITS may cause DRI irreparable harm and 
damage, which may not be recovered at law, and Licensee agrees 
that DRI's remedies for breach of this Agreement may be in equity 
by way of injunctive relief, as weil and any other relief 
available, whether in law or in equity. 


15. ASSIGNMENT. 
This Agreement and the Licenses granted hereunder are to a 
specific entity or legal person, not including corporate 


subsidiaries or affiliates of Licensee, and are not assignable, 
by Licensee, nor are the obligations imposed on Licensee 
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Gelegable. Any attempt to sublicense, assign or transfer any of 
the rights, duties or obligations under this Agreement shall be 
void. 


16. GENERAL. 


16.1 In the event that any one or more of the provisions of 
this Agreement shall be found to be illegal or unenforceable, 
then notwithstanding, this Agreement shall remain in full force 
and effect, and such term or provision shall be deemed stricken. 


16.2 Neither party's right to require performance of the 
other party's obligations hereunder shall be affected by any 
previous waiver, forbearance, or course of dealing. 


16.3 This is a license agreement. No agency, partnership, 
joint venture or other joint relationship is created hereby and 
neither Licensee nor Licensee's agents have any authority of any 
kind to bind DRI in any respect whatsoever. 


16.4 DRI is not responsible for failure to fulfill its 
obligations under this Agreement due to causes beyond its 
control. 


16.5 Wherever in this Agreement either party's consent is 
required, such consent shall not be unreasonably withheld or 
delayed. 


16.6 This Agreement constitutes the entire understanding 
between DRI and Licensee as to the Licensed Programs and 
Supersedes all proposals, oral or written, and all communications 
between the parties relating to the subject matter of this 
Agreement. The terms ard conditions of this Agreement shall 
prevail, notwichstanding any variance with any purchase order or 
other written instrument submitted by Licensee, whether formally 
rejected by DRI or not. This Agreement may be amended or 
modified only by a writing signed by each party. 


L6a7 The parties expressly stipulate that all litigation 
under this Agreement shall be brought in the State courts of the 
County of Monterey, or County of Santa Clara, California or the 
United States District Court for the Northern District of 
California. Licensee and DRI agree that Pacific Grove, 
California is both the place of making and the Place of 
performance of this Agreement. 
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16.8 Notices under this Agreement shall be sufficient only 
if mailed by certified or registered mail, return receipt 
requested or personally delivered to the parties. Notice by mail 
shall be deemed received three days after deposit. Notices shall 
be addressed as follows: 


For DRI: Digital Research (California) Inc. 
160 Central Avenue 
P.O. Box 579 
Pacific Grove, California 93950 
Attn: Contract Administration 


For Licensee: Atari, Corp. 
1265 Borregas 
Sunnyvale, California 94086 
Attn: 


16.9 This Agreement shall be governed by and construed in 
accordance with the laws of the State of California. 


DRI and Licensee have caused this Agreement to be executed 
by their duly authorized representatives on the respective dates 
entered below. : 


ra 


“(Print or Type) 


Title 


TS ARSOS 
Date 
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OEM SOFTWARE LICENSE AGREEMENT 


DRI RECOMMENDED 

REGISTRATION CARD 
Please read the End User License Agreement before opening the 
Giskette package. If you do not agree to abide by the End User 
License Agreement, you may return the Product(s) to your supplier 
for a refund as long as the diskette package remains unopened. 
Upon receipt of this registration card at the address shown on 


the front of the card, you will become a registered user of the 
Product(s). 


I have read the End User License Agreement and agree to abide by 
the terms contained in it. 


Licensed Program Release Serial No. 


Name Signature 
(Please type or print) 

Company 

Address 

City 


Date 


a a RR 
a 
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DRI OEM SOPTWARE LICENSE AGREEMENT 
DIGITAL RESEARCH 
END USER PROGRAM LICENSE AGREEMENT 


YOU SHOULD CAREFULLY READ THE FOLLOWING TERMS AND CONDITIONS 
BEFORE OPENING THE DISKETTE PACKAGE. OPENING THE DISKETTE 
PACKAGE INDICATES YOUR ACCEPTANCE OF THESE TERMS AND CONDITIONS. 
IF YOU DO NOT AGREE WITH THEM, YOU SHOULD PROMPTLY RETURN THE 
PACKAGE UNOPENED AND YOUR MONEY WILL BE REFUNDED. ' 


Title to the media on which the program is recorded and to the 
documentation in support thereof is transferred to you, but title 
to the program is retained by DRI or AUTHOR. You assume 
responsibility for the selection of the program to achieve your 
intended results, and for the installation, use, and results 
obtained from the program. 


Le DEFINITIONS - In this License Agreement, the terms: 


a. DRI means DIGITAL RESEARCH INC., 60 Garden Court, Box 
DRI, Monterey, California 93940, owner of the 
copyright in, or authorized licensor of, the program. 


Machine means the single microcomputer on which you 
use the program. Multiple CPU systems require 
additional licenses. 


AUTHOR means any third party author and owner of the 
copyright in this program. 


Runtime Library means the set of copyrighted DRI 
language subroutines, provided with each language 
compiler, a portion of which must be linked to and 
become part of your program for that program to run on 
the computer. 

LICENSE 

ay: 


. a) use the program on a single machine; 


b) copy the program into any machine readable or printed 
form for backup or modification purposes only in 
Support of such use. (Certain programs, however, ey 
include mechanisms to limit or inhibit copying. They 
are marked “copy protected.") Copying of documentation 
and other printed materials is prohibited; 


modify the program and/or merge it into another program 
for your use on the single machine (Any portion of this 
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program merged into another program will continue to be 
subject to the terms and conditions of this Agreement); 
and, 


transfer the program and license to another party if 
you notify DRI of name and address of the other party 
and the other party agrees to a) accept the terms and 
conditions of this Agreement, b) pay the then current 
transfer fee. If you transfer the program, you must at 
the same time either transfer all copies, inciuding the 
Original, whether in printed or machine-readable form 
to the same party or destroy any copies not 
transferred; this includes all modifications and 
portions of the program contained or merged into other 
programs. 


You must reproduce and include the copyright notice on any copy, 
modification or portion merged into another program. 


You may not use, copy, modify, or otherwise transfer the program, 
or any copy, modification or merged portion, in whole or in part, 
except as expressly provided for in this Agreement. 


If you transfer possession of any copy, modification or merged 
portion of the program to another party, your license is 
automatically terminated. 


3. TERM 


The license is effective until terminated. you may terminate it 
at any other time by destroying the program together with all 
copies, modifications and merged portions in any form. It will 
also terminate upon conditions set forth elsewhere in this 
Agreement or if you fail to comply with any term or condition of 
this Agreement. You agree upon such termination to destroy the 
program together with all copies, modifications and merged 
portions in any form. 


4. COMPOSITE PROGRAMS 


AS an exception to Paragraph 2, you are granted the right to 
include portions of the DRI Runtime Library in your developed 
programs, called Composite Programs, and to use, distribute and 
license such Composite Programs to third parties without payment 
of any further license fee. You shall, however, include in such 
Composite Program, and on the exterior Label of every diskette, a 
copyright notice in this form: “Portions of this program, 1984 
Digital Research Inc." In cases where such Composite Program is 
contained in Read-Only-Memory (ROM) chips, a copyright notice in 
the form listed above, must be displayed on the exterior of the 
chip and internally in the chip (in ASCII literal form). As an 
express condition to the use of the Runtime Library, you agree to 
indemnify and hold DRI harmless from all claims by you and third 
parties arising out of the use of Composite Programs. 
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5. LIMITED WARRANTY AND DISCLAIMER OF WARRANTY 


DRI warrants the media on which the program is furnished to 
free from defects in materials and workmanship under normal 
for ninety (90) days from the date of delivery to you 
evidenced by a copy of your receipt. 


ALL PROGRAMS ARE PROVIDED “AS IS" AND NEITHER DRI, 
DISTRIBUTORS OR DEALERS, NOR AUTHOR MAKE ANY WARRANTY OF 
KIND, EITHER EXPRESS OR IMPLIED. THE ENTIRE RISK AS TO 
QUALITY AND PERFORMANCE OF THE PROGRAM IS WITH YOU. SHOULD 
PROGRAM PROVE DEFECTIVE, YOU (AND NOT DRI OR AUTHOR) ASSUME 
ENTIRE COST OF ALL NECESSARY SERVICING, REPAIR OR CORRECTION. 


Neither DRI, its Distributors or Dealers, nor AUTHOR warrant that 
the functions contained in any program will meet your 
requirements or that the operation of the program will be 
uninterrupted or error free or that program defects will be 
corrected. 


THE FOREGOINS WARRANTIES ARE IN LIEU OF ALL OTHER WARRANTIES, 
EXPRESS OF IMPLIED, INCLUDING, BUT NOT LIMITED TO, THE IMPLIED 
WARRANTIES OF MERCHANTABILITY AND FITNESS FOR A PARTICULAR 
PURPOSE. 


SOME STATES DO NOT ALLOW THE EXCLUSION OF IMPLIED WARRANTIES, SO 
THE ABOVE EXCLUSION MAY NOT APPLY TO YOU. THIS WARRANTY GIVES 
YOU SPECIFIC LEGAL RIGHTS AND YOU MAY ALSO HAVE OTHER RIGHTS 
WHICH VARY BY STATE OR JURISDICTION. 


6. UIMI.ATIONS OF REMEDIES 


DRI's entire liability and your exclusive remedy shall be as 
follows: 


With respect to defective media during the warranty period: 


a. DRI will replace media not meeting DRI's “Limited 
Warranty" if returned to DRI or a DRI authorized 
representative with a copy of your receipt. 


In the alternative, if DRI or such DRI authorized 
representative is unable to deliver replacement media 
free of defects in materials and workmanship, you may 
terminate this Agreement by returning the program and 
your money will be refunded. 


For any other claim concerning performance or nonperformance 
by DRI pursuant to, or in any other way related to, the warranted 
programs under this Agreement, you shall be entitled to recover 
actual damages to the limits set forth below. 
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IN NO EVENT WILL DRI, ITS DISTRIBUTORS, DEALERS OR AUTHOR BE 
LIABLE FOR ANY LOST PROFITS, LOST SAVINGS, OR OTHER INCIDENTAL OR 
CONSEQUENTIAL DAMAGES ARISING OUT OF THE USE OR INABILITY TO USE 
ANY PROGRAM OR OTHERWISE, EVEN IF DRI OR AUTHOR HAS BEEN ADVISED 
OF THE POSSIBILITY OF SUCH DAMAGES, OR FOR ANY CLAIM BY ANY OTHER 
PARTY. 


SOME STATES AND JURISDICTIONS DO NOT ALLOW THE LIMITATION OR 
EXCLUSION OF LIABILITY FOR INCIDENTAL OR CONSEQUENTIAL DAMAGES so 
THE ABOVE LIMITATION OR EXCLUSION. MAY NOT APPLY TO YOU. 


The liability of DRI, or its Distributors or Dealers, to you for 
actual damages for any cause whatsoever, and regardless of the 
form of action, shall be limited to the greater of five thousand 
dollars ($5,000.00) or the money paid for the program that caused 
the damages or that is the subject matter of, or is directly 
related to, the cause of action. 


7. SUPPORT SERVICE 


Support Service from DRI, if any, will be described in program 
specifications or in the statement of service, supplied with the 
program, if there are no program specifications. 


8. GENERAL 


You may not sublicense, rent or lease this program. Any attempt 
to sublicense, rent or lease or, except as expressly provided for 
in this Agreement, to transfer any of the rights, duties or 
obligations hereunder is void. 


This Agreement will be construed under the wuniform Commercial 
Code of the State of California. 
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DRI OEM SOFTWARE LICENSE AGREEMENT 
AMENDMENT NO. I 


DRI and Atari, Inc. ("Licensee") wish to add the following 
Supplements: 


SUPPLEMENTS: A, B, B-l 


attached to this facing page for the purpose of adding the 
Licensed Program(s) listed in SUPPLEMENT A to. the OEM Software 


License Agreement, ("Agreement") effective Bepatt 22 ’ 
19972/ between the parties. This Amendment an S SUPPLEMENT (s) 
listed above shall, as of the date executed by DRI ("Effective 
Date"), be incorporated into the Agreement. 


EXECUTED BY THE PARTIES AS PROVIDED BELOW: 


DIGITAL RESEARCH (CALIFORNIA) INC. 


Authorized Signature 


Name (Print or Type) Print or Type) 


Sy ip / CRE 
Title Title 
&/2> ll F/AL SPS 


Date Date 


(August/1984) 


DRI OfM SOFTWARE LICENSE AGREEMENT 


_ SUPPLEMENT A - PRODUCT(S) SPECIFICATIONS AND DELIVERABLES 


si 


CP/M 


"Licensed Program(s)" Covered and License Option: 


THREE-YEAR UNLIMITED DISTRIBUTION OPTION 


Operating Systems 
(8bit) 


Personal CP/M (8 bit) 


CP/M 
MP/M 


CP/M- 


Plus (8 bit) 
II (8 bit) 
86 (16 bit) 


CP/M-68K (32 bit) 

Concurrent CP/M (Single and Multi-User Formats) (16 bit) 
Concurrent DOS (Single and Multi-User Formats) (16 bit) 

GSX-80 (running under CP/M 8-bit 0/S) 

GSX-86 (running under CP/M-86 and Concurrent DOS Release 3.1 O/S) 
GSX-86 (running under MS-DOS 0/S) 

DR Net Release 1.0 (running under CP/M-86 and Concurrent DOS 


Personal BASIC 
CBASIC 

CBASIC Compiler 
C Compiler 
PASCAL MT/+ 


PL/I 


FORTRAN 77 

Dr. LOGO 

Access Manager 

Display Manager 

DR Assembler Plus Tools 
DR Graph 

DR Draw 

DR Access i0 


2. 


Release 3.1 0/S) 


Languages, Graphics and Productivity Tcols 
CP/M-80 CP/M-86 MS-DOS CP/M-68K 


xX 
X 


MMMM MMM OO 
OS OS OS DK OS OS OS OK OS OK OOS OK OS OS 
OS OS OS OS OS OK OK OS OS OS OS 


"Defined Computer (s)" on which Licensed Program(s) run(s): 


‘ Any microcomputer made for or by Licensee and sold under 


Licensee's name or any new name of Licensee, and any 
microcomputer made for or by any of Licensee's wholly-owned 
subsidiaries and sold under Licensee's or such wholly-owned 
Subsidiary's name, but only for so long as such subsidiary 
remains wholly owned by Licensee. Defined Computers are 
limited to those running under a specific implementation of 
the CP/M~68K Operating system. Notwithstanding such 
limitation, Defined Computers shall also include Licensee's 
computers based upon the 6500 family of 
microprocessors, which are available as of the date this 
Agreement is executed by Licensee. 


OEM-A (August/1984) 


DRI UEM SOFTWARE LICENSE AGREEMENT 


SUPPLEMENT A -—- PRODUCT (S) SPECIFICATIONS AND DELIVERABLES 
(continued) 


Microprocessor (s) on which Licensed Program(s) run(s): 
All microprocessors 
Product(s) Deliverables: 


Product(s) OEM Redistribution Kit: resale card, support 
list card, Sample registration card, License Agreement, 
Software Per formance Report (SPR), release notes, OEM 
technical Support cover letter, one (1) complete set of 
Licensed Program(s) Documentation in printed form which 
details operational specifications and functions of the 
Licensed Program(s), master disks for the Licensed 
Program(s), DRI's proprietary serialization program and an 
Software Redistribution Guide. 


Other Deliverables: 


Machine Readable Source (3740 for 8-bit, PC for 16-bit): 
available for Operating Systems only, and upon written 
request of Licensee on a per Licensed Program basis. 


Camera Ready Copy for Documentation: available upon 
written request of Licensee on a per Product basis. 


Documentation Reprint Rights: included for all Licensed 
Programs. 


Specifications: 
Registration card returned to: DRI X LICENSEE 


From time to time during the term of this Agreement, DRI and 
Licensee may agree that DRI shall perform, under separate 
agreement and upon mutually agreeable prices, terms and 
conditions, certain technical services, including 
implementation, or assisting Licensee in the implementation 
of Licensed Programs on the Defined Computer, Licensee 
shall furnish necessary hardware and engineering resources 
to DRI for such services. Any implementations developed 
hereunder shall be added to the Licensed Programs in this 
Amendment I at no additional charge, and shall be subject to 
all the terms and conditions herein. Since under this 
Agreement DRI licenses its standard Licensed Programs, DRI 
cannot and does not warrant that the Licensed Programs can 
be implemented on any specific microprocessor or any 
specific computer system. 
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DRI OEM SOFTWARE LICENSE AGREEMENT 


SUPPLEMENT A - PRODUCT(S) SPECIFICATIONS AND DELIVERABLES 
(continued) 


Licensee may distribute an unlimited number of copies of the 
Licensed Programs during the three-year term hereof. See 
Supplement B-l for renewal provisions. 


In the future, should any DRI-owned software Products become 
available from DRI on an OEM basis, Licensee may add such 
Software Products to the Licensed Programs herein at no 
additional charge, upon written request to DRI. 
Notwithstanding the foregoing, any Software Products which 
DRI develops under a joint development agreement with 
another vendor are not covered under this Agreement. 
Nothing herein shall require DRI to provide additional 
software Products to this Amendment I. 


As may be mutually agreed to on a case-by-case basis, DRI 
and Licensee may add additional available software programs 
which are not owned by DRI or for which DRI owes a_ royalty 
to a third party. In such latter event the price payable by 
Licensee to DRI shall not exceed twice such third party 
royalty. Licensing of such software shall be subject to any 
restrictions applicable to DRI. 


PRIVATE BRANDING PROVISION 


During the initial three (3) year term of this Agreement, 
Licensee may private brand to other hardware manufacturers 
and OEMS, under the following terms and conditions, the 
specific implementation of the CP/M-68K O/S which will 
include the screen device drivers portion of GSX and certain 
project subroutines from DRI‘s code named product "Crystal", 
not including the DESKTOP portion, (herein referred to as 
"The Operating System"). 

1) Licensee must pay DRI a private branding license fee 
for The Operating System, per private brander, that is 
equal to eighty percent (80%) of DRI's then current per 
copy royalty rate for "Crystal", at the volume chosen 
by the private brander, multiplied by the number of 


copies at said option. DRI‘'s current OEM pricing for 
"Crystal" is as follows: 


Option Qty. of Copies 8 of OptionG = $/per copy 
G 10,000 100% $15.00 
20,000 75% 11.25 

50,000 60% : 9.00 

100,000 40% 6.00 
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DRI OEM SOFTWARE LICENSE AGREEMENT 


SUPPLEMENT A -<- PRODUCT(S) SPECIFICATIONS AND DELIVERABLES 
(continued) 


Option Qty. of Copies % of Option G $/per copy 

K 200,060 30% $4.50 

L 500,000 20% 3.00 

M 1,000,000 15% 2.25 
For example, a private brander choosing to license 200,000 
copies of The Operating System, results in Licensee paying 
DRI a $720,000 private branding fee. 
80% x $/pe at 200,000 copy option = discounted $/pc 

-80 x $4.50 = $3.60 


discounted $/pe x # of copies at option = 
_ private branding fee to DRI 
R520 060 
’ 


$3.60 x 200,000 = 


ii) Payment of the private branding license fee is due net 
30 days after private brander has contracted with 
Licensee for the private branding license, for The 
Operating System. 


Licensee must notify DRI at the time of payment for the 
private branding license fee, of the name and address 
of the private brander, end the name of the hardware on 
which The Operating System will be distributed by the 
private brander. 


The private brander will report monthly to Licensee the 
number of units shipped; in turn Licensee will report 
monthly to DRI and units distributed will be deducted 
from each private brander's initial prepayment. Once 
the prepayment is offset, Licensee must contract with 
private brander and pay for additional licenses, for 
The Operating System. , 


v) Licensee has sole discretion as to the fee it charges 
each of its private branders for sublicensing rights to 
The Operating System. 


Any applications software developed and distributed by DRI 
shall be offered to Licensee on terms no less favorable than 
provided to any similar licensee with similar quantity, 
terms and conditions. 
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DRI OEM SOPTWARE LICENSE AGREEMENT 


SUPPLEMENT B= PAYMENTS TO DRI 


Subject to other general Terms and Conditions of the OEM Software 
License Agreement, Licensee agrees to the following payment 
option. Any prepayments are offset with monthly distribution of 
copies of the Licensed Program(s). 


STANDARD PAYMENT OBLIGATIONS 


Licensed # copies 
Program(s) Licensed Amount Due 


All Licensed Programs listed Unlimited $2,000,000.00 
in Item 1 of SUPPLEMENT A 


OTHER PAYMENT OBLIGATIONS 


Licensed 


Program(s) Item 
N/A 


Subtotal $2,000,060.00 


Special Sums Due $ 


Total Sums Due $2,000,000.00 
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* SUPPLEMENT B (Continued) 


DUE AND PAYABLE AS FOLLOWS: 


TOTAL AMOUNT DUE: $2,000,000.00 


$83,333.33 Due January 1, 1985 and on the first day of each 
consecutive month thereafter for a total of 
twenty-four (24) consecutive months. 


DRI and Licensee have entered into a separate agreement 
entitled Implementation Assistance and License Agreement 
(referred to herein as “Implementation Agreement") effective 
August 22, 1984. This Implementation Agreement is 
explicitly separate and distinct and independent from the 
Agreement, and does not impact any obligations of the 
parties hereto except for the following. The Implementation 
Agreement specifies a certain date of December 15, 1984 for 
delivery of a Beta version of the specific implementation of 
the CP/M 68K operating system. In the event that the 
delivery of the Beta version of the specific implementation 
of the CP/M 68K operating system is not made by December 15, 
1984, but is made by April 15, 1985, then the first payment 
of $83,333.33 as described herein, will commence on June 1, 
1985 and will continue for twenty-four (24) consecutive 
months as described above. 


In the event that the delivery of the Beta version of the 
specific implementation of the CP/M 68K operating system is 
not made by April 15, 1985, then the first payment of 
$83,333.33 as described herein will commence on September 1, 
1985 and will continue for twenty four (24) consecutive 
months as described above. 


Within thirty (30) days of execution of this Agreement, but 
no later than August 31, 1984, Atari shall provide to DRI an 
irrevocable Letter of Credit covering the $2,000,000.00 due 
and payable hereunder in such form and from such banking 
institution acceptable to DRI. Such Letter of Credit shall 
be in effect until all twenty-four (24) payments due 
hereunder are paid although it may be reduced 
proportionately as each of the twenty four (24) payments are 
made. 
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DRI OEM SOFTWARE LICENSE AGREEMENT 


SUPPLEMENT B-1 3-YEAR UNLIMITED DISTRIBUTION OPTION 
Renewal Option once three-year period has expired. 


DRI and Licensee agree to meet and discuss the prices, terms and 
conditions under which Licensee may continue to distribute 
additional copies of the Licensed Programs. Nothing herein shall 
require either party to extend the term of this Agreement. 


DRI agrees to provide Licensee with pricing as favorable as that 


then offered to any similar licensee with similar quantity, 
terms, and conditions. 
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IMPLEMENTATION DEVELOPMENT AND LICENSE AGREEMENT 


AGREEMENT dated as of August 22, 1984, by and between DIGITAL 
RESEARCH (CALIFORNIA) INC., a California corporation having 
offices at 160 Central Avenue, Pacific Grove, California $3950 
(hereinafter referred to as "DRI"), and Atari Corp. a Nevada 
corporation, having offices at 1265 Borregas, Sunnyvale, 
California 94086 (hereinafter ref2red to as "Atari"). 


WHEREAS, DRI has developed and owns several proprietary 
Operating systems, one of which is known as CP/M-68K, which is 
intended to run on the Motorola 68000 microprocessor family. 


WHEREAS, DRI has also developed and owns several user 
interfaces for use with various operating systems developed and 
owned by DRI; and 


WHEREAS, DRI has also developed and owns a library of 
primitives that support graphics functions in conjunction with 
the user interface functions; and 


WHEREAS, Atari desires DRI to implement one operating 
System for Atari which is a specific implementation of CP/M-68K 
(herein referred to as "TOS"): and 


WHEREAS, Atari also desires DRI to implement under TOS an 
"Applications Services Library” consisting of: 


a) the screen device drivers portion of Gsx (herein 
referred to as "SDD"); and 


b) certain "Crystal" project subroutines, not 
including the DESKTOP portion (herein referred to 
as "CS"); and 


WHEREAS, DRI agrees to assist Atari in such implementations 
but also wishes to preserve DRI's rights in the underlying 
technology so that it is not restricted in any way from marketing 
and licensing to others certain component parts of TOS, as 
derived from existing and future DRI products, and as the DRI 
products might subsequently be integrated; 


. NOW THEREFORE, in consideration of the premises, and of the 
mutual promises and understandings herein contain2d, DRI and 
Atari agree as follows: 

Ls SCOPE OF WORK 


All work performed hereunder and all deliverables schedulec 
in the Attachments work from a project start date of August 22, 
1984. 


Subject cto timely receipt by DRI from Atzri of the 
deliverables and manpower assistance specified herein and in the 
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attachments hereto, DRI will provide to Atari the software 
program deliverables as fully described as DRI Deliverables in 
Attachment B, attached hereto and made a part hereof ("Attachment 
B"). Delivery by DRI of the DRI Software Program Deliverables 
will occur on the dates described in the DRI Deliverables section 
of Attachment B and in conjunction with the dates listed on 
Attachment C, attached hereto and made a part hereof ("Attachment 
eg IE 


2. TERM 


The Term of this Agreement shall commence on the date 
executed by the last of DRI and Atari and shall continue for the 
life of the license created hereunder. 


3. COMPENSATION 


Atari shall pay DRI for DRI's services hereunder pursuant to 
the payments set forth in Attachment C. 


4. GRANT OF LICENSE 


eee ee 


DRI agrees that upon delivery to Atari of the DRI 
deliverables specified in Attachment 8B and contingent upon 
payment by Atari of all sums due by payment dates required by 
Attachment C under this agreement and under the OEM SLA referred 
to in Paragraph 4G below, DRI grants an exclusive, royalty-free, 
perpetual license to use, copy, distribute and sublicense TOS, 
SDD, and CS (however, the license for SDD and CS shall be 
exclusive and perpetual solely for use in conjunction with TOS) 
subject, however, to the following covenants and conditions on 
the part of Atari, which conditions and covenants shall survive 
this agreement and terminate only when the copyright on TOS 
expires: 


A. Atari agrees it shall only license TOS to end users and 
fo: use on or in connection with hardware manufactured by or for 
and marketed under the Atari name; provided that Atari may also 
private brand TOS as bundled hardware and software to resellers 
like Sears or K-Mart, but shall have no right to sublicense or 
private brand TOS for other hardware manufacturers or OEM's 
except as provided for in Amendment No. 1 of the OFM SLA. SDD 
a.acCS may only be licensed and used as an integral part of TOS, 
an’ never licensed as separate, stand alone proZucts in any 
manner. 


B. Atari shall not create or permit creation of 
derivatives of rt0S, SDD and CS except for use on other Atari 
munufacturad or marketed hardware. The license granted herein 
for TOS, SDD and CS shall be applicable for all Atari-developed 
derivatives thereof and Documentation therefor; 
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Cc. Atari shall at all times market TOS as copyrighted 
code, carrying appropriate DRI copyright notices indicating 
ownership of the copyright by DRI as specified in DRI's Software 
Redistribution Guide. Atari may market TOS under any name not 
utilizing a DRI trademark as it may lawfully choose; 


D. Atari shall not publish or make available the source 
code of TOS or SDD to any third party, except under industry 
standard proprietary License agreements, in order to protect the 
copyright and trade secret status of the underlying DRI code in 
the component programs; 


E. Atari shall treat the source code for the CS routines 
in the same manner as Atari treats its own, in-house proprietary 
unreleased source code, and at a minimum shall safe~-guard its 
trade secret status by: 


(1) allowing no access to it by anyone outside the Atari 
organization; 


(2) not permitting any copies'of it in any form to be taken 
off the premises of Atari; 


(3) not making copies of it, unless numbered and kept under 
lock and key when not in active use; 


(4) only using it in conjunction with the Atari TOS 
operating system and applications prepared to run under 
TOS; and, 


permitting ISv's (independent software vendors), when 
necessary, to create applications software for TOS, by 
providing such ISV's only the functional interface 
specifications and documentation, and the source code 
for C procedural bindings, for that limited purpose and 
function. No actual source of CS shall ever be made 
available to such ISV's or anyone else. 


ge Atari will not sell or assign its license to TOS, SDD 
and CS to other than a parent, subsidiary, or controlled 
affiliate of Atari, without the prior written consent of DRI and 
such assignment shall only be valid so long as such ownership or 
central relationship continues to exist; and 


G. Except as otherwise specified herein, TOS, SDD and CS 
shall be a Licensed Program subject to the terms and condtions of 
the separate OEM Software License Agreement ("OEM SLA") between 
Ata. and DRI executed concurrently herewith. In the event of 
any confilict between this agreement and the OEM SLA, the terms 
and condtions of this agreement shall prevail. 
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5. RIGHTS IN DATA 


Atari does not hereby receive the right to use any trade 
secret or other proprietary information contained in TOS, SDD or 
CS, except within the specific limited scope of this agreement. 
DRI retains the absolute, unrestrained right to use its own 
technology and code for the development, marketing and licensing 
of graphics libraries, user interfaces and the DRI Operating 
Systems as used on TOS. DRI does agree, however, not to create 
or license TOS for any other person or company. DRI shall also 
retain the right in perpetuity to use and duplicate copies of the 
source and object code versions of TOS, SDD and CS prepared for 
Atari, for the purposes of Support, maintenance and creation of 
Gerivatives and modifications of TOS, SDD and CS as may be 
requested by Atari and agreed to by DRI. 


6. ATARI DELIVERABLES 


Atari shall furnish DRI with the deliverables and manpower 
assistance specified in Attachment B attached hereto and made a 
part hereof. Any delay in the delivery of the Atari deliverables 
specified in Attachment 8B shall result in the dates for delivery 
of Beta versions of TOS, SDD, and CS, listed on Attachment Cc 
Slipping by one day for each day that an Atari deliverable is 
late. 


Any federal, state, or local taxes, customs, or duties which 
may be assessed against this agreement or any services or 
deliverables hereunder, Atari's performance hereunder, or any 
deliverables shall be borne by Atari, except those taxes levied 
against DRI's net income. 


8. USE OF TRADEMARKS 


In connection with derivation of TOS, Atari does not, by 
development of the said Derivative operating system, obtain any 
right to use the trademarks of DRI connected with the basic code 
from which the Tos operating system is derived, such as CP/M-68K 
Or any other mark presently or in the future used by DRI to 
identify its own unique software and hardware products. 


9. RECRUITMENT 


Because of the need for a close working relationship between 
DRI and Atari during implementation of TOS, DRI and Atari each 
agrees it will neither recruit nor hire technical or marketing 
employees of the other while any such person is employed by one 
Or the other, or for a period of six calendar months after the 
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effective date of termination with one company. This provision 
shall remain in effect until three years after delivery of the 
TOS operating system in completed form, or January 1, 1988, 
whichever first occurs. 


10. GENERAL PROVISIONS 


a) DRI and Atari shall not disclose to any third party for 
a period of three (3) years from the date of this Agreement, 
without the prior written consent of the other party, the 
specific terms of this agreement except as required by law or 
governmental regulations, requirements or orders, or as may be 
reasonably necessary to establish or assert its rights hereunder. 


b) Atari shall not sell, transfer, assign or subcontract 
any right or obligation hereunder except as expressly provided 
herein, without the prior written consent of DRI. Any attempted 
act in derogation of the foregoing shall be null and void. 


¢c) The provisions of this agreement and the OEM SLA 
between the parties constitute the entire agreement and 
Supersede all prior agreements, oral or written, and all other 
communications between them relating to the subject matter 
hereof. The validity, construction, and performance of this 
Agreement shall be governed by the laws of the State of 
California. 


d) The parties expressly stipulate that all litigation 


under this agreement shall be brought in the appropriate State 
courts of the County of Monterey, or County of Santa Clara, 
California or the United States District Court for the Northern 
District of California and agree that the place of making and 
performance of this agreement is Monterey County, California. 


N WITNESS} WHEREOF, the parties have caused this 
Signed as of the day and year first above 


Signature 


(Type or Print) 


Title 


Date S/S LL) PY 
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ATTACHMENT A 


JOINT DRI/ATARI SOFTWARE DEVELOPMENT PROGRAM 


Program Goal 

The goal of this joint DRI/Atari software development 
program is to provide one operating system, one user interface 
and one Logo language processor which executes on the new Atari 
computer which uses the Motorola 68000 processor. 


Software Development Responsibilities: 

DRI is responsible for the delivery, to Atari of the DRI 
CP/M-68K operating system, the DR LOGO Language and the DRI 
Application Services Library as detailed in Attachment B. 

Atari is responsible for all of the Atari computer unique 
software which includes the unique portions of the operating 
Systems (BIOS), the unique portions of the DR LOGO Language 
(LIOS) and the unique portions of the Applications Services 
Library (GIOS). Attachment D details some of the System unique 
components which will be required. 


Software Delivery Environment: 

In order to insure timely delivery of the DRI CP/M-68K 
Operating system, the DRI Applications Services Library and the 
DR LOGO Language and to provide an environment which will allow 
Atari to inspect and accept these system components a development 
computer suite will be used. 


The specific development systems (development computers) on 
which the DRI CP/M-68K operating system, the DR LOGO language and 
the DRI Application Service Library delivered to Atari will 
execute are the Motorola VME-10 and the Atari Computer, 


Acceptance Criteria: 

DRI will deliver the CP/M-68K Operating system, the DRI 
Applications Services Library and the DR LOGO Language executing 
on the development computers in accordance with the DRI external 
specifications for applications and end user interfaces. 

Atari will deliver to DRI the items specified in Attachment 
B on schedule and to a level of detail and accuracy that meets 
DRI approval. 
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PROJECT 1] 
TOS Operating Systems 


A. DRI is responsible for delivery to Atari of the CP/M-68K 
operating system as follows: 

As specified in Attachment B of this Implementation 
Agreement DRI will deliver to Atari the Operating system in 
source and executable form configured to run on the development 
computers. Attachment B to this agreement contains the list of 
deliverable items for which DRI is responsible and delivery 
schedules to which DRI will perform. 

The BIOS delivered with this system will not support the 
Atari computer. It will support the developmert system 
configurations defined and is intended to serve as an example for 
the development of the Atari BIOS. 


B. Atari is responsible for the generation of the Atari 
specific components (BIOS) to the operating systems which cause 
the baseline CP/M-68K operating system to execute on the Atari 
computer. Attachment D contains a list of some of the items 
which may be contained in the Atari BIOSs and for which Atari is 
responsible. 

Per this agreement DRI software engineers will be made 
available to assist the Atari software engineers in the 
development of the Ateri specific components of TOS. The Atari 
specific BIOS in conjunction with the baseline Operating systems 
delivered to Atari by DRI will constitute TOS. It is expected 
that the DRI software engineers will assist Atari in the 
following areas: 


1) Interface to the Atari hardware engineers during the 
design of the Atari computer hardware. 


2) Functional Requirement Specification of TOS. 


3) Development of project schedules based upon the 
Functional Requirement Specification. 


4) Detailed Design Specification of the TOS Operating 
System. ; 


5) Implementation of the TOS Operating System as designed. 


6) Testing of the TOS Operating System on the Atari 
computers. 


7) Demonstration of the TOS Operating System on the Atari 
computer. 
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PROJECT 2 


DR LOGO Language 


A. DRI is responsible for the delivery to Atari of the DR LOGO 
as follows: 


As specified in Attachment B of this Implementation 
Agreement the DR LOGO language will be delivered to Atari by DRI 
configured to run on the development computer. Attachment B to 
this agreement contains the list of deliverable items for. which 
DRI is responsible and delivery schedules to which DRI will 
perform. 

The LIOS delivered with this system will not support the 
Atari computer. It will Support the development system 
configuration defined is intended to serve as an example for the 
development of the Atari LIOS. 


B. Atari is responsible for the generation of the Atari 
specific component (LIOS) to the DR LOGO language required to 
cause the baseline DR LOGO language to execute on the Atari 
computer. Attachment D contains a list of some of the items 
which may be contained in the Atari LIOS and for which Atari is 
responsible. 

Per this agreement DRI coftware engineers will be made 
available to assist the Atari software engineers in the 
development of the Atari specific components of the DR LOGO 
language. The DRI engineers will be available to participate in 
the design and implementation of the LIOS for the Atari computer. 
This Atari specific LIOS in conjunction with the generic portion 
of the DR LOGO language delivered to Atari by DRI will constitute 
DR LOGO for the Atari computer and the Tos Operating System. It 
is expected that the DRI software engineers will assist Atari in 
the following areas: 


1) Interface to the Atari hardware engineers during the design 
phase 2f the Atari computer. 


2) Porting of the generic portions of DR LOGO to the Atari 
computer. 


3) - Functional Requirements Specification for the Atari specific 
LIOS. 


4) Development of project schedules based upon the Functional 
Requirement Specification. 


5) Implementation of the machine specific LIOS code. 


6) Testing of the DR LOGO language on the Atari computer. 
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PROJECT 3 


USER INTERFACE 


A. DRI is responsible for the delivery to Atari of the DRI 
Applications Services Library as follows: 

The initial user interface delivered with the CP/M-68K 
operating system configured to run on the development system 
will be the DRI standard CCP console control programs. The TOS 
specific user interfaces will use components of user interface 
and graphics libraries developed by DRI. The specific components 
to be used will be delivered to Atari under the name DRI 
Applications Services Library. Attachment B to this agreement 
contains the list of deliverable items for which DRI is 
responsible and delivery schedules to which DRI will perform. 


B. Atari is responsible for the generation of the Atari 
specific component (GIOS) to the DRI Applications Services 
Library required to cause the baseline DRI Applications Services 
Library to execute on the Atari computer. Attachment D contains a 
list of some of the items which may be contained in the Atari 
GIOS and for which Atari is responsible. 

Per this agreement DRI software engineers will be made 
available to assist the Atari software engineers in the 
development of the Atari specific components of the DRI user 
interface subroutine library. The DRI engineers will be 
available to participate in the design and implementation of the 
GIOS for the Atari computer. This Atari specific GIOS in 
conjunction with the generic portion of the DRI user 
interface library delivered to Atari by DRI will constitute the 
Atari TOS operating system user interface for the Atari computer 
TOS operating system. It is expected that the DRI software 
engineers will assist Atari in the following areas: 


1) Interface to the Atari hardware engineers during the design 
phase of the Atari computer. 


2) Functional Requirements Specification of the Atari User 
Interface. ; 


3) Development of project schedules based upon the Functional 
Requirement Specification. 


4) Detailed Design Specification of the Atari User Interface. 


5) Porting of the selected DRI user interface and graphics 
components to the 68000 environment. 


6) Implementation of the Atari User Interface. 


7) Testing of the Atari User Interface. 
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ATTACHMENT 2B 
Schedules and Deliverables 


ATARI DELIVERABLES 


A. DOCUMENTATION. 
l. Atari hardware development schedules. 
2. Atari System Architecture Document. 
3. Atari hardware Detail Design Specification. 
4. Atari Punctional Requirements Specification 
for the Atari software system. 


EQUIPMENT. 
1. Atari prototype computer which must be 
fully functional and stable. Atari will 
provide DRI with one hardware engineer - 
knowledgeable in the Atari prototype 
computer to assist DRI in support of the 
hardware should it not be fully usable by 
software engineers assigned to the project. 
Four (4) Motorola 68000 based systems. 
Atari production computers. 
Four (4) Motorola 68000 based systems. 
Pour (4) standard Motorola VME-10 development 
systems with graphics display monitor, 256K 


added memory, 229 terminal, and VME-400 dual 
serial port. 

Eleven (11). Apple Lisa development systems. 
One (1) IBM-PCXT with color graphics adapters 
and mouse support. 


PERSONNEL. 

1. Atari shall provide at its expense seven (7) 
full-time qualified engineers to assist DRI. 
Such engineers shall be resident at the DRI 
facility in Monterey during the development 
of the TOS Operating Systems, the DR LOGO 
language and the TOS user interface. All . 
costs to be borne by Atari directly. DRI sha'l 
have the right to interview and approve Atari 
engineers to be assigned to the project. 


August 22, 1984 


Date Required 
Sep 1, 1984 
Sep 1, 1984 
Sep 1, 1984 
Sep 1, 1984 


Oct 15, 


DRI DELIVERABLES 
A. SOFTWARE and DOCUMENTATION. 


PROJECT NAME DELIVERY DATE 
CP/M-68K OPERATING SYSTEM PROJECT 
CP/M-68K Operating System User's Guide Sep 1, 1984 
CP/M-68K Operating System Programmers Guide Sep 1, 1984 
CP/M-68K Operating System Systems Guide Sep 1, 1984 
CP/M-68K Operating System ( 8 Master disks Sep 1, 1984 
8" floppy disks w/label & Jacket 
Single sided single density) 
CP/M~68K Alpha release system Oct 15, 1984 
CP/M-~68K Source code Dec 15, 1984 
CP/M-68K Object code Dec 1984 
CP/M-68K Beta release system configured for the Dec 1984 
Gevelopment computers 


Language (68000) 
Language Specification 
Installation Guide 
Tutorial 
Dictionary 
Language ( 2 master disks 
floppy disks w/label & jacket 
single sided single density ) 
LOGO for the 68000 executing on the 
development computer 


DRI Applications Services Library for the 68000 
Applications Services GSX Programmers Guide 
Applications Services Crystal Programmers Guide 
Applications Services executing on the 

development cco.puter 
Applications Services Alpha release 
Applications Services Source code 
Applications Services Beta release 
Applications Services object code 
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B. PERSONNEL. 

1. DRI shall provide seven (7) qualified software engineers 
Plus one (1) full time project manager on-site at its location in 
Monterey during the term of this agreement generally in 
accordance with manpower and schedule requirements developed 
during the specification of each of the three defined projects. 
DRI shall retain management control of the project. 


C. Software Development Schedules. 


Preliminary estimates as to the manpower required and 
schedule to deliver the DRI CP/M-68K operating system, the DR 
LOGO language and the DRI Application Services Library have been 
supplied. 


ASSUMPTIONS 
is Development Environment (68000) 


a. Standard CP/M-68K 

b. Alcyon Complier/Assembler 

c. SID-68K 

d. Stable graphics hardware (i.e. VME~-10) 

e. MINCE editor 

f. Fonts for Atari computer are purchased from 
Bitstream and are available no later than week 8. 


Development Team 
a. Experienced Crystal programmer 
b. Experienced GSX programmer 


SC. Experienced C systems programmers with knowledge of 
68K assembler. 
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ATTACHMENT C 
PAYMENTS 


Within ten (10) days after the end of each calendar month 
DRI shall submit to Atari an invoice indicating charges for 
labor, overhead, and other direct charges, for the preceding 
month. Atari shall pay such charges no later than twenty (20) 
days after such invoice is billed. 


The charges are described as follows: 


DRI will bill Atari for charges equaling the total payroll 
costs, including bonuses which shall be subject to approval by 
Atari, and including benefits for each individual involved on the 
project, plus a factor of fifty percent (50%) to cover any 
additional overhead expenses. In addition, DRI will bill Atari 
for any direct consulting fees specifically incurred to perform 
under this contract. : 


All required development equipment shall be provided by 
Atari on a loan basis without cost for as long as required to 
complete any development or implementations specified herein or 
requested by Atari, at the end of which time DRI will return the 
development equipment to Atari. 


Software Delivery Dates 


If DRI fails to deliver the Beta version of the CP/M-68K 
operating system including Application Services Library running 
on the Atari computer by December 15, 1984, Atari shall receive a 
Two Hundred Fifty Thousand Dollar ($250,000.00) credit to be used 
against future purchases of application software developed by 
DRI. 


If DRI fails to deliver the Beta version of the CP/M-68K 
operating system including Application Services Library running 
on the Atari computer by February 15, 1985, Atari shall receive 
an additional Two Hundred Fifty Thousand Dollar ($250,000.00) 
credit to be used against future purchases of application 
software developed by DRI. : 


As referenced in Section 6 of the agreement, these dates of 
December 15, 1984, and February 15, 1985, will slip by one day 
for each day that any Atari deliverable, as specified in 
Attachment B, is delayed. 
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ATTACHMENT D 


\ 


The following software development tasks are unique to the 
Atari computer. It is recommended that DRI and Atari participate 
in these projects jointly. DRI offers it's experience and 
expertise in the specification, design, implementation and 
testing of the Atari unique components of the TOS Systems. It 
should be noted that software development estimates do not 
include provisions for external Quality Assurance testing, 
publications or manufacturing activities. 


ESTIMATED CODE SIZES FOR ATARI UNIQUE COMPONENTS 


BIOS 
Keyboard & display 
Hard Disk 
Floppy Disk 
Centronics Interface (parallel) 
Serial Interface (RS-232) 


Total BIOS code size 
GIOS Screen drivers 


LIOS 
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RESEARCH AND DEVELOPMENT AGREEMENT 


THIS AGREEMENT is made as of this lst day of November, 1984 by and between Atari 
Corp., a Nevada Corporation ("AC"), having its principal executive office at 
1265 Borregas Avenue, Sunnyvale, California 94089 and Jack Tramiel ("Tramiel"), 
having his office at P.0. Box 465, Zephyr Cove, Nevada 89448, 


RECITALS 


A. Whereas, AC is desirous of obtaining investment capital tn complete a 
research and development project for the creation of a low cost personal 
computer based on the Motorola 68000 microprocessor and custom integrated 
circuits (the "Technology"); and 


B. Whereas, Tramiel is willing to invest in such project; and 


C. Whereas, AC is willing to grant Tramiel an ownership interest in the 
results of such project, and 


D. Whereas, AC desires to obtain and Tramiel is willing to grant to AC a 
royalty-bearing license to use Tramiel's ownership interest in the results of 
such project. 


Now, therefore, the parties do agree as follows: 
GENERAL. 


1.1. Scope. AC agrees to use its best efforts to provide research 
and development services and the personnel, materials, equipment and facilities 
that may be required to design, develop and reduce the Technology to practice 
and ready it for commercial exploitation in accordance with the Statement of 
Work set forth in Schedule A attached hereto. 


As used herein, the word "Work" shall have the meaning defined in 
Schedule A hereto. 


1.2. Performance of Work. AC agrees to undertake and to attempt in 
good faith to successfully and timely complete the Work in accordance with the 
terms of this Agreement. Schedule A hereto sets forth the activities, the 
sequence of activities and the estimated period involved in performing such 
activities, the estimated elapsed time required to complete each set of 
activities comprising each phase of the Work and the Work in its entirety. 


1.3. Not a Performance Contract. AC makes no guarantee or 
representation that the Work wi € completec as provided in Schedule A, or at 
all, and whether or not the Work is successfully completed and accomplishes the 
results contemplated hereunder, AC shall be entitled to retain any and all of 
the contract price paid to it by Tramiel unless AC fails to perform the Work as 
described in Schedule A in a good faith manner or this Agreement is terminated 
by Tramiel under Section 14.2 hereof. 


1.4. Research and Development Expenditures. This Agreement is 
specifically intended for research an evelopment in an experimental or 
laboratory sense, and all expenses paid by Tramiel hereunder are intended to 
qualify as currently deductible expenses within the meaning of Section 174 of 
the Internal Revenue Code of 1954, as amended. AC represents and warrants that 
no expenditures hereunder will be made for management studies, consumer surveys, 
or advertising and promotion. AC agrees to maintain adequate records to 
support such expenditures. ; 


2. PAYMENT. 


2.1. Payment by Tramiel. In consideration of AC's efforts under 
Section 1.2 hereof, rate! shall pay to AC $500,000 by December 31, 1984. Such 
amount is based upon a good faith estimate by AC of the expenses and profit of 
AC to be earned for each phase of the Work allocable to Tramiel's ownership 


interest and is being made in advance in order to provide AC the necessary funds 
and working capital to complete the Work. 


2.2. Expenditures by AC. AC agrees to apply the payments it 
receives from Tramiel toward the completion of the Work. AC shall bear al] 
costs and expenses relative to providing and performing the Work. However, AC 
is not obligated to perform any more of the Work described in Schedule A than 


the amount actually paid for by Tramiel plus $2,500,000 of its own funds 
including amounts expended prior to November 1, 1984, : 


3. SPECIFIC SERVICES. 


3.1. Engineering Documentation. Upon written request of Tramiel, AC 


will provide and continue to provide Tramiel with all research and development 
information, pert charts, schedules, al] drawings and specifications, and all 
finished product information as it relates to the Work. Such information may be 
held and used by AC in furthering the Work. 


3.2. Reports. AC will provide Tramiel with interim reports at the 
conclusion of the principal phases of the Work set forth in Schedule A hereto. 
In addition, AC shall promptly notify Tramiel of any Significant problems that 
may occur during the course of the Work, including such events as major design 
flaws, announcements concerning the use of superior technology causing the Work 
to have become obsolete, and other events or happenings which could materially 
adversely affect the Work's successful completion and the benefits to be derived 
therefrom. 

J. 30 b° ard Records. AC shall maintain and keep proper records 
with respect tn &.° wansactions referred to above and throughout this 
agreement, and Tr...ie., on reasonable notice, shall have the right, with or 
without Tramiel's accountants, independent consultants, and representatives, to 
inspect the same including, but not limited to, plans, drawings, invoices, 
vouchers and other records, for verification of performance of all matters on 
AC's part to be performed hereunder. Tramiel shall bear all costs and expenses 
of any such inspection or examination, including costs and expenses of 
accountants, consultants, or other representatives. 


3.4. Title, Patents and Proprietary Protection. It is understood 
and agreed that, subject to the Option to License and the Option to Purchase, 
Tramiel shall have a seventeen percent (17%) undivided interest and AC shall 
have a eighty-three percent (83%) undivided interest in the Technology as 
tenants in common. AC agrees to cause such United States and foreign patent 
applications and copyrights to be prepared and prosecuted as normal business 
practice would dictate or as reasonably requested by Tramiel but all such 
applications, patents and copyrights will be owned by Tramiel and AC as tenants 
in common in the same percentage ownership as their ownership of the Technology. 
AC further agrees to: (a) do all such acts and to execute, acknowledge and 
deliver all instruments or writings reasonably requested and necessary for 
Tramiel to perfect his ownership interest; (b) secure letters patent and 
copyrights whenever reasonable, as well as all reissues, renewals, and 
extensions thereof; and (c) obtain the record title to such patents and 
copyrights; and maintain a system of protecting all trade secrets and other 
proprietary rights as normal business practice would dictate and as reasonably 
requested by Tramiel. 


AC agrees to maintain the Technology in strict confidence. AC 
shall restrict access to the Technology to those employees, agents and such 
other persons as AC in its best judgment, expressly authorizes to have such 
access after determination that each such person has a need to know about the 
Technology. AC shall take all reasonable steps to safeguard the Technology so 
that no unauthorized person shall have access to the Technology, and that no 
person authorized to have access to any of the Technology shall make any 
unauthorized copy thereof. AC agrees to cause all of its employees, agents, 
sub-contractors, consultants, advisors and others with access to such 
information to sign a confidentiality agreement in form reasonably acceptable to 
Tramiel. ; 


4. EXCLUSIVE LICENSE OPTION 


4.1. Tramiel hereby grants AC the exclusive option and right to 
acquire a worldwide exclusive license (including the right to sublicense subject 
to the limitations imposed on AC hereunder and for a term not to exceed the term 
of the license granted to AC hereunder) to use, manufacture and market all of 
his right, title, and interest in and to the Technology. 


4.2. AC may exercise its option with respect to the Technology by 
written notice to Tramiel within 60 days after (a) the Technology has been 
reduced to practice, or (b) work on the Technology has been abandoned (i) 
because AC and Tramiel? have reasonably so agreed, or (ii) because all work under 
the R&D Contract with respect to the Technology has been terminated (other than 
as a result of default by AC) and the Technology has not then been reduced to 
practice (the date upon which the option is exercise is hereinafter referred to 
as the "Exercise Date"). AC shall promptly notify Tramiel when the Technology 
has been reduced to practice. It is the anticipation of the parties that AC 
will exercise its license option if the technology is successfully reduced to 
practice. 


4.3. The license shall have a term commencing on the Exercise Date and 


continuing for a period of 36 months from the date on which this option became 
exercisable. 


5. UTILIZATION OF LICENSE AND COMMITMENT OF AC. 


Commencing as soon after the Exercise Date as practicable, AC shall 
use its best efforts during the term of the license to produce and market 
products using the Technology. AC may also, consistent with its own best 
business judgement, sublicense the Technology to third parties. 


6. LICENSE FEES. 


AC agrees to pay Tramiel for the license herein granted a royalty of 
two dollars ($2.00) per unit of CPU's during the term of the license, and a 
royalty of 16% of the total amount of Royalty Revenues during the term of the 
license. 


"CPU" shall mean any microcomputer incorporating all or substantial 
part of the technology, regardless of whether such microcomputer is sold 
together with peripherals or as an integrated system and regardless of whether 
such microcomputer has a keyboard. 


"Royalty Revenues" means all royalties, license fees and similar 
payments received by AC from a Third Party Licensee for use of the Technology 
including any lump sum payment by a Third Party Licensee to terminate royalty 
obligations. Royalty Revenues shall include any amounts received by AC from any 
third party as a result of alleged or actual infringement of AC's license rights 
to utilize the Technology. 


"Third Party Licensee" shall mean any person or entity who has been 
granted or has obtained a sublicense to the Technology. 


Any royalties which may be payable by AC to Tramiel shall become due 
and shall be paid within sixty (60) days after the close of the calendar year in 
which the revenues on sales or Royalty Revenues were received by AC. 


7. REPORTING REQUIREMENTS. 


AC shall at all times during the period of its royalty obligations 
hereunder keep an accurate account of Net Revenues and Royalty Revenues and 
Shall render written statements thereof to Tramiel, certified as being true and 
correct by AC's Chief Financial Officer, on the payment date for the royalties. 
In connection with the audit of its annual financial statements, such audit 
shall include a reasonable verification of AC's royalty obligation under this 
Agreement. Tramiel shall have the right, at his own expense, on reasonable 
notice to AC, to inspect AC's books and records for the purpose of verifying 
such statements. 


8. OPTION TO PURCHASE. 


8.1. Grant of Option. Tramiel hereby grants to AC the option (the 
"Purchase Option"), to ortansee all of his right, title and interest in and to 
the Technology. 


The Purchase Option may be exercised at any time after six months and 
1 day following the reduction to practice of the Technology, but only if AC has 
exercised its Option to License with respect to the Technology, or (b) if the 
Technology has not been reduced to practice and if AC elects, commencing on the 
date on which AC and Tramiel have reasonably agreed to abandon work on the 
Technology or the date on which all work under the R&D Contract with respect to 
the Technology has been terminated (other than as a result of a default by AC 
(the “Option Period"). 


8.2. Method of Exercising. AC may exercise the Purchase Option by 
giving written notice to Tramiel at any time after six months and one day 
following the reduction to practice of the technology. The date of AC's 
exercise of the Purchase Option is sometimes referred to as the "Exercise Date". 


The closing with respect to the purchase shall occur not later than 30 days 
after the Exercise Date. 


9. PURCHASE PRICE. 


9.1. The purchase price for Tramiel's interest in the Technology shall 
be determined in accordance with the following schedule, and reduced by royalties 
actually paid to Tramiel: 


Option Exercise Period _ Price 
Through June 30, 1986 575,000 
July 1, 1986 to September 30, 1986 597 ,000 
October 1, 1986 to December 31, 1986 618,000 
January 1, 1987 to March 31, 1987 640 ,000 
April 1, 1987 to June 30, 1987 661,000 
July 1, 1987 to September 30, 1987 686 ,000 
October 1, 1987 to December 31, 1987 711,000 
January 1, 1988 to March 31, 1988 736 ,000 
April 1, 1988 to June 30, 1988 760,000 


9.2. Any portion of the purchase price then required to be treated as 
interest or original issue discount under the Internal Revenue Code of 1954 as 
amended (the “Code") shall be so treated and shall be computed at the minimum 
rate at which interest or original issue discount, as the case may be, must be 
Stated in order to avoid the imputation of such interest of original issue 
discount under the Code. 


10, REPRESENTATIONS. 

AC represents and warrants as follows: 

10.1. Organization, ptanding. Etc. AC is a _ corporation duly 
organized, validly existing and in goo standing under the laws of the state of 
Nevada and has all requisite power and authority to own and operate its 
Properties, to carry on its business as now conducted and proposed to be 


conducted under this Agreement, to enter into this Agreement and other 
instruments referred to herein to which each is to be a party, and to carry out 
the transactions contemplated hereby and thereby. AC is duly qualified to do 
business and is in good standing in all jurisdictions where not having such 
qualifications would have a material adverse effect on the conduct of its 
business or the ability of Tramiel to use the Technology. 


10.2. Due Authorization, Etc. This Agreement has been duly and 
validly executed and delivered and is a valid and binding agreement, enforceable 
in accordance with its terms, except (A) to the extent the enforceability hereof 
may be limited by (1) bankruptcy, insolvency, reorganization, moratorium or 
similar laws from time to time in effect and affecting the rights of creditors 
generally, and (2) limitations upon the power of a court to grant specific 
performance or any other remedy with respect to the enforcement of this 
Agreement, and (B) that the indemnification provisions of this Agreement are or 
may be held violative of public policy. 


10.3. comp] iance with Other Instruments, Etc. AC is not in violation 
of any term of its Articles of ncorporation or By-Laws, any material judgment, 
decree or order imposed by any state or federal court or government or agency 
thereof, or any agreement, instrument, Statute, rule or governmental regulation, 
which violation would have a material adverse effect upon AC. The execution, 
delivery and performance of this Agreement and any other instrument referred to 
herein to which AC is a party will not result in such violation, or be in 
conflict with or constitute a default under any such term, or result in the 
creation of any mortgage, lien, charge or encumbrance upon any of the properties 
Or assets of AC pursuant to any such term. 


10.4, Other Agreements. AC has not sold, transferred or assigned the 
Work or any products comprising a part thereof to any person and has no 
agreements, understandings or arrangements with respect to any such transaction, 


10.5. Infringement. To AC's knowledge, neither the Work nor any 
products comprising a part thereof infringe any patent or are subject to any 


claim with respect to (and do not violate) the proprietary rights, trade 
secrets, copyrights or property rights of any person known to AC. AC will 
advise Tramiel of any such infringement or claim of infringement that is becomes 
aware of during the term of this Agreement and will cease performing the Work if 
Tramiel so directs. Any such notice of cessation shail constitute a Termination 
Event (as herein defined). 


10.6. Government Consent. Neither the approval nor consent of any 
government or agency thereof is required to be obtained in connection with the 
consummation of the transactions contemplated hereby. 


11. CONDITIONS TO PERFORMANCE OF THIS AGREEMENT, 


Conditions to Tramiel's Obligations. During the term of this 
Agreement, Tramiel"s obligation to make the $500,000 payment to AC due by 
December 31, 1984 set forth in Section 2.1 is subject to satisfaction of the 
following conditions (any of which may be waived by Tramiel): 


11.1. Representations Correct. The representations of AC contained in 
Section 10 hereof shall be correct in all material respects as when made. 

11.2. Performance. AC shall have Substantially performed and 
complied with all material agreements and conditions contained herein to be 
performed or complied with by it prior to the time of payment as specified in 
Section 10 hereof, and at such time no event shall] exist which constitutes, or 


which, after notice or lapse of time or both, would constitute a Termination 
Event (as herein defined). 


11.3. Proceedings and Documents. Al] corporate and other proceedings 
of AC in connection with the transations incidental thereto shall have been 
delivered to Tramiel and Tramiel shall have received all such counterpart 
Originals or certified or other copies of such documents as Tramie} or its 
counsel may reasonably request. 


11.4. Insurance. AC shall provide sufficient fire, theft and 
casualty insurance to adequately protect Tramiel's interest in the Work and the 
Technology. 


11.5. Personal Property Taxes. AC shall be responsible and liable 
for the payment of, or reimbursement to Tramiel with respect to, all personal 
property taxes, state and local privilege or excise taxes or assessments of any 
nature, and sales or use taxes based on the Charges or transfers between the 
parties made pursuant to or contemplated by this Agreement, whether or not such 
taxes or assessments are collected from AC or Tramiel except income taxes 
applicable to Tramiel. 


12. NONLIABILITY OF TRAMIEL AND LIMITS OR TRAMIEL LIABILITY. 


Tramiel will be under no obligation to participate directly in the 
prosecution of the Work or to make any warranties relating to the Work, and will 
not be liability for any failure to so directly participate or for breach of any 
warranties made by AC relating to the Work. 


13. INDEMNIFICATION OF TRAMIEL. 


Under the terms and subject to the conditions set forth in this 
Article 13, AC shall indemnify Tramiel and defend and hold him harmless from and 
against all claims, liabilities, losses and damages (other than those based upon 
actions or failure to act by Tramiel) asserted by any person, together with all 
costs, expenses or liabilities relating thereto (including reasonable attorneys' 
fees), based upon: (i) any breach by AC of its representations and warranties 
under Article 10 of this Agreement or (ii) the acts or omissions of AC, its 
agents, employees, or subcontractors, arising out of or in connection with the 
performance of the Work. 


Each party agrees to promptly notify the other of the matters in 
respect of which the foregoing indemnity may apply and of which the notifying 
party has knowledge. Upon the condition that AC is notified promptly in 
writing of any action or claim brought or threatened against Tramiel based on a 
claim for which AC is to provide indemnity and given full and complete 
authority, information and assistance by Tramiel for the defense of the same, 
AC shall defend those actions or claims at its expense and pay the costs and 
damages and attorneys' fees awarded against Tramiel in any such action or claim, 
provided that AC shall have the right to control the defense and settlement of 
any such actions or claims, and provided further that AC shall not have any 
liability for any costs or attorneys' fees incurred by Tramiel (unless incurred 
at the direction of AC) after AC shall have undertaken and shall be continuing 
such defense in good faith. Tramiel will take all such actions (at the expense 
of AC) as may be reasonably requested by AC in connection with such settlement 
or defense. 


14, TERMINATION. 


14.1. General. The term of this Agreement shall commence on the date 
hereof and shall continue until completion of the Work. Completion of the Work 
shall be deemed to occur upon the earlier of: (i) AC's actual completion of 
the Work, or (ii) AC's expenditure of the contract fee and the amount of its 
funds as required in Paragraph 2.2 in accordance with this Agreement. Upon such 
completion, AC shall deliver to Tramiel any and all of the Technology and 
related results of the Work and shall advise Tramiel of Completion of the Work. 


14.2. Termination by Tramiel. Tramiel's obligation to make payments 
under Section 2.1 hereof may be terminated Sy Tramiel and this Agreement may be 
terminate upon not less than 10 days' prior written notice to AC if any of the 
following events ("Termination Events”) shall have occurred: 


14.2.1. If AC shall default in the performance of or 
compliance with any material term contained in this Agreement (excluding the 
provisions of Schedule A) and such default shall not have been remedied within 
60 days after written notice thereof to AC, as the case may be, from Tramiel; or 


14.2.2. If any proceedings shall be commenced by or against AC 
for its dissolution or under any bankruptcy, insolvency, reorganization, 
arrangement, composition or similar laws at the time in effect, and such 
proceedings shall not have been dismissed within 90 days after the commencement 
thereof, or AC fails to post a performance bond. 


14.3. Termination by AC. This Agreement may be terminated prior to 
its expiration by AC upon not less than ten (10) days' prior written notice to 
Tramiel if Tramiel shall have defaulted in the performance of or the compliance 
with any material term contained in this Agreement and such default shall not 
have been remedied within 30 days after written notice thereof to Tramiel from 
AC. 


14.4, Termination Accounting. Upon termination of this Agreement 
caused by a Termination Event as Defined in Section 14,2, AC will on request 
provide Tramiel, upon 15 days' written notice, an up-to-date accounting of the 
development cost incurred by AC to the date of such termination. At such time, 
AC will refund to Tramiel monies advanced by Tramiel in excess of the actual 
Work cost (which Work cost will include AC's profit) incurred to date of 
termination. 


14.5. Remedies. Notwithstanding the foregoing, if any Termination 
Event described in Section 14.2 occurs, Tramiel in addition to any rights and 
remedies available. at law or in equity to which he is entitled, shall have the 
right to cease paying AC the payments described in Article 2 and AC may, at 
its option, cease the related Work. 


14.6. Termination by Abandonment or Defauit. Termination of this 
Agreement pursuant Section 14.2 or 14.3, shall not defeat AC's rights to license 
or purchase the Technology under its Option to License and Option to Purchase 
and any termination under Section 14.3 shall give AC the option to purchase 


Tramiel's rights to the Technology for the amount then expended by Tramiel under 
this Agreement. 


15. FURTHER ASSURANCES. 


Each party wili cause to be done, executed, acknowledged and delivered 
all_and every such further acts, conveyances and assurances as the other party 
shall reasonably require for accomplishing the purposes of this Agreement, and 
each party will, at the other's request, which shall not occur more than once in 
each calendar quarter, furnish to the other party a certificate signed by one of 
its officers (or by Tramiel if requested by AC) to the effect that no 
Termination Event has occurred or is continuing. 


16. NOTICES. 


All notices and other communications hereunder shall be in writing, 
shall be mailed by registered or certified first class mail, postage prepaid, 
and shall be deemed received 48 hours after such notice has been posted for 
mailing addressed the party to whom notice is being given at its address first 
above shown or to such other address as AC or Tramiel shall have furnished to 
the other in writing. 


17. MISCELLANEOUS 


17.1. Enforcement. This Agreement shall be construed and enforced in 
accordance with the laws of the State of California. This Agreement may be 
executed in one or more counterparts, each of which shall be deemed an original. 


17.2. Assignment of Agreement. Neither party shall sell, transfer, 
assign, pledge, encumber or otherwise dispose of this Agreement or any right or 
duty granted hereunder without the prior written consent of the other party 
hereto. Notwithstanding the foregoing, AC may assign this Agreement to a 


Successor to the business and assets of AC, or to any wholly-owned subsidiary 
or parent of AC. 


17.3. Inurement. This Agreement is for the benefit of the parties 
hereto and, except as provided herein, shall be binding upon their successors, 
assignees and surviving entities of any merger, sale, consolidation or 
reorganization. 


17.¢. Severability. In the event that any of the terms of this 
Agreement becomes or is ai taved to be illegal by any court or tribunal of 


competent jurisdiction, such terms or term shall be null and void and shall be 
deemed deleted from this Agreement, and all the remaining terms of this 
Agreement shall remain in full force and effect. 


17.5. Headings. The descriptive headings of the several Articles of 
this Agreement are inserted for convenience only and do not constitute a part of 
this Agreement. 


17.6. Attorneys' Fees. In the event of any controversy or claim 
arising out of or relating to this Agreement or the breach thereof, the 
prevailing party shall be entitled to recover reasonably attorneys’ fees and 
costs as approved by the court. 


ea changes in Writing. This Agreement or any part thereof may be 
changed or waived only by an instrument in writing properly executed by the 
Party against which enforcement of such change or waiver is sought. 


17.8. Breach. Any waiver or failure to compe! cures of any breach or 
failure to compel performance by any party of any of the provisions of this 
Agreement shall not constitute waiver or authorization of any subsequent breach 
or failure of performance of such provision or any other provision of this 
Agreement. 


17.9, This agreement constitutes the entire understanding and 
agreement of the parties hereto with respect to the subject matter hereof and 
supersedes all prior agreements or understandings, written or oral, between the 
parties with respect thereto. 


18. AMENDMENTS. 


This Agreement may be amended or modified only by consent of both 
parties. This Agreement may be amended or modified in whole or in part, but any 
amendment or modification shall be in writing and shall be signed by both 
parties. 


This Agreement constitutes the entire Agreement between the parties 
hereto, and any term of this Agreement may be amended end observance of any term 
of this Agreement may be amended and the Observance of any term hereof may be 
waived (either generally or in particular instance and either retroactively or 
prospectively) only upon written agreement between Tramiel and AC. 


IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be 
executed by their duly authorized representatives. 


ATARI CORP. 


By: 
Jack Tramiel 
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Schedule A 
Statement of Work 


Estimated 
Completion Date Budget ($000) 
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ATARI, CORP. 
1986 STOCK OPTION PLAN 


1. : n. Under this 1986 Stock 
Option Plan (the “Plan") of Atari, Corp., a Nevada corporation 
(the “Company"), Options may be granted to purchase shares (the 
“"Shares") of the Company's common stock, $1.00 par value per 
share ("Common Stock"). The Plan provides for Stock Options 
which qualify as Incentive Stock Options ("Incentive Options”) 
under Section 422A of the Internal Revenue Code (the “Code") as 
well as Options which do not so qualify ("Non-Qualified 
Options"). 


2°. Stock Subject to the Plan. The maximum number of 
Shares of Common Stock that may be subject to Options granted 
hereunder shall be one million (1,000,000) Shares of Common 
Stock, subject to adjustments under Section ° below. Shares of 
Common Stock subject to the unexercised portions of any Options 
granted under this Plan which expire, terminate or are 
cancelled may again be subject to either Incentive or 
Non-Qualified Options under the Plan. 


3% Eligible Persons. The persons eligible to 
receive a grant of Incentive Options under this Plan are any 
persons employed by the Company or by its parent or any of its 
subsidiaries on a salaried basis, including Directors of the 
Company who are also employees of any such entity. The persons 
eligible to receive a grant of Non-Qualified Options under this 
Plan are all persons eligible to receive Incentive Options and 
consultants to the Company and Directors of the Company who are 
not employed by the Company or by its parent or any of its 
Subsidiaries. Notwithstanding the preceding sentences, no 
person who is a member of the committee, if any, appointed 
pursuant to Section 12 below (the “Committee") shall be 
eligible to receive Incentive or Non-Qualified Options under 
this Plan. 


4. Minimum Exercise Price. The exercise price for 
each Incentive Option granted hereunder shall not be less than 
100% of the fair market value of the Common Stock subject to 
such Option at the date of the grant of such Option, provided, 
however, that the option price of an Incentive Option shall not 
be less than 110% of the fair market value of such Common Stock 
on the date such Option is granted if it is granted to an 
individual then owning (after the application of the family and 
other attribution rules of Section 425(d) of the Code) more 
than 10% of the total combined voting power of all classes of 
stock of the Company or any subsidiary or parent corporation. 


For purposes of determining the fair market value 
of the Common Stock under this Plan, if the Common Stock is not 
publicly traded, fair market value shall be determined by the 
Board of Directors of the Company (the “Board”) or the 
Committee, and may be computed by any method as the Board or 
the Committee in good faith believes will reflect the fair 
market value of the Common Stock on such day. If the Common 
Stock is publicly traded, fair market value shall be the 
closing sale price per share of the Common Stock, for 
securities listed on a national securities exchange, or the 
average of the closing bid and asked price per share of the 
Common Stoc, for securities quoted by NASDAQ, on the day in 
question (or, if such day is not a trading day or if no sales 
of Common Stock were made on such day, on the nearest preceding 
trading day on which sales of Common Stock were made), as 
reported in The Wall Street Journal, or if trading in the 
Common Stock is then not reported in The Wall Street Journal, 
at such closing sale or bid price as may then appear in what 
the Board or the Committee in its judgment then deems to be the 
most nearly comparable listing or reporting service. 


5. Annual $100,000 Incentive Option Grant Limitation 
to any Employee. The aggregate fair market value of Shares for 
which an eligible employee may be granted Incentive Options in 
any Calendar year under this Plan and under all other stock 
Option plans of the Company, its parent and Subsidiaries, if 


any, Shall not exceed $100,000, plus any unused limit Carryover 
to such year determined under Section 422A of the Code. The 
fair market value of the stock is determined as of the time 
each respective option is granted. 


6. Payment. Payment for Common Stock purchased upon 
any exercise of an Option granted under this Plan shall be made 
in full by one or a combination of cash or, if the stock option 
agreement with respect to the option so provides, a promissory 
note having such terms as the Board or Committee shall, in its 
discretion, establish, delivered concurrently with such 
exercise, or, if the Board or the Committee shall have 
authorized it and if the Company is not then prohibited from 
purchasing or acquiring shares of Common Stock, shares of stock 
of the Company previously acquired by the optionee and 
delivered concurrently with such exercise, the shares so 
delivered to be valued on the basis oz their fair market value 
on the date of exercise. If the Company is required to 
withhold an amount on account of any federal or state income 
tax imposed as a result of such exercise, the optionee shall 
Pay such amount to the Company by check or in cash concurrently 
with the exercise of the Option. 


ye Nontransferability. Any Option granted under 
this Plan shall by its terms be nontransferable by the optionee 
otherwise than by will or the laws of descent and distribution, 
and shall be exercisable, during the optionee's lifetime, only 
by the optionee. 


8. Exercise of Options: Withholding. Each Incentive 
Option shall not be exercisable while there is outstanding 
(within the meaning of Section 422A(c)(7) of the Code) any 
Incentive Option which was granted before the granting of such 
Incentive Option to the optionee to purchase common stock in 
the Company or in a corporation which (at the time of granting 
of such Incentive Option) is a parent or subsidiary corporation 
of the Company, or is a predecessor corporation of any of such 
corporations. 


If the Company, or a parent or a subsidiary of 
the Company, is required to withhold an amount on account of 
any present or future federal or state tax imposed as a result 
of the exercise of any Option, the optionee shall pay to the 
Company the amount of such withholding simultaneously with the 
exercise of the Option. 


9. Adjustments. If the outstanding Shares of Common 
Stock then subject to this Plan are increased or decreased, or 
are changed into or exchanged for a different number or kind of 


Shares or securities, as a result of one or more 
reorganizations, recapitalizations, stock splits, reverse stock 
splits, stock dividends and the like, appropriate adjustments 
Shall be made in the number and/or type of shares or securities 
for which Options may thereafter be granted under this Plan and 
for which Options then outstanding under this Plan may 
thereafter be exercised. Any such adjustments in outstanding 
Options shall be made without Changing the aggregate exercise 
price applicable to the unexercised portions of such Options. 


10. Maximum Option Term. No Option granted under 


this Plan may be exercised in whole or in part more than ten 
years after its date of grant; provided, however, that an 
Incentive Option granted to an individual owning (after the 
application of the family and other attribution rules of 
Section 425(d) of the Code), at the time such Option was 
granted, more than 10% of the total combined voting power of 
all classes of stock of the Company or any subsidiary or parent 
corporation shall expire no later than five years from the date 
such Incentive Option was granted. 


11. Plan Duration. Options may not be granted more 
than ten years after the date of the adoption of this Plan by 


the Board, or of shareholder approval thereof, whichever is 
earlier. 


12. Administration. The Plan shall be administered 
by the Board or, in the discretion of the Board, by a committee 
selected by the Board of not less than three Board members, 
none of whom have been eligible within the 12 months prior to 
their appointment to receive stock, stock options, or stock 
appreciation rights pursuant to this Plan or any other plan of 
the Company or any of its affiliates. The Board may from time 
to time remove members from, or add members to, the Committee. 
Vacancies on the Committee, howsoever caused, shall be filled 
by the Board. The Committee may select one of its members as 
its chairman and shall hold its meetings at such times and 
places as it may determine. A majority of its members shall 
constitute a quorum. All determinations of the Committee shall 
be made by not less than a Majority of its members. Any 
decision or determination reduced to writing and signed by all 
the members of the Committee shall be fully as effective as if 
it had been made by a majority vote at a meeting duly called 
and held. The Committee may appoint a secretary, shall keep 
minutes of its meetings and shall make such rules and 


regulations for the conduct of its business as it shall deem 
advisable. 


The interpretation and construction by the 
Committee of any provisions of the Plan or of any Option 
granted hereunder shall be final and binding upon optionees and 
their respective successors, unless otherwise determined by the 
Board, in which case such determination of the Board shall be 
final and binding. No member of the Board or of the Committee 
shall be liable for any action taken, or determination made, in 
good faith. The Board or the Committee may from time to time 
adopt rules and regulations for Carrying out the Plan and, 
subject to the provisions of the Plan, may prescribe the form 


or forms of the instruments evidencing any Option granted under 
the Plan. 


Subject to the provisions of the Plan, the Board 
Or the Committee shall have full and final authority in its 
discretion to select the persons to be granted an Option, to 
grant such Option, and to determine the number of shares to be 
subject thereto, whether the Option shall be an Incentive 
Option or a Non-Qualified Option, the Exercise Price, the terms 
of exercise, including any vesting provisions, the expiration 
date, any restrictions upon the transfer of Shares of Common 
Stock purchased upon the exercise of an Option, any conditions 
which the Optionee must fulfill in order to exercise an Option 
and such other terms and provisions thereof as it may 
authorize, each of which terms may be different for each 


Option. The Board or the Committee may amend any existing 
stock option agreement under the Plan to accelerate the time or 
times that the Option granted therein becomes exerciseable. 


13. Termination. Upon the dissolution or liquidation 
of the Company, upon a reorganization, merger or consolidation 
of the Company with one or more corporations as a result of 
which the Company is not the Surviving corporation or as a 
result of which the outstanding shares of Common Stock are 
exchanged or converted into cash or Property or securities not’ 
issued by the Company, or upon a sale of substantially all the 
Property of the Company (any of which shall be deemed hereunder 
to constitute < “Terminating Transaction"), the Plan shall 
terminate. Any Option theretofore granted hereunder shall then 
terminate, unless provision is made in writing in connection 
with such Terminating Transaction for the continuance of the 
Plan and/or for the assumption of the Options theretofore 
granted, or the substitution for such Options of options 
covering the securities of a successor employer corporation, or 
a parent or a subsidiary thereof, with appropriate adjustments 
as to the numbers and types of shares and prices, in which 
event the Plan and Options theretofore granted shall continue 
in the manner and under the terms so provided. If the Plan and 
Options terminate pursuant to the foregoing sentence, all 
Persons entitled to exercise any unexercised portion of Options 
then outstanding shall have the right, at such time prior to 


the consummation of the Terminating Transaction as the Company 
Shall designate, to exercise the unexercised portion of their 
Options then exercisable. In connection with such a 
Terminating Transaction, the Board or the Committee may also, 
but need not, provide for the exercise, on an accelerated 
basis, of some or all of the then outstanding Options which 
would otherwise not then be exercisable. 


14. Government and Stock Exchange Regulations. The 


Company shall not be required to issue any Shares of Common 
Stock upon the exercise of any Option unless and until any then 
applicable requirements of the Securities Act of 1933, as 
amended (the “Act"), the California Corporate Securities Law of 
1968, as amended, and any other applicable federal or state 
laws and regulations thereunder, and of any exchanges upon 
which the Common Stock may be listed, shall have been fully 
complied with. 


Subject to the preceding Paragraph, upon the 
exercise of an Option at a time when there is not in effect a 
registration statement under the Act relating to the Shares sf 
Common Stock issuable upon exercise thereof and available for 
delivery a prospectus meeting the requirements of Section 
10(a)(3) of the Act, or, if the rules Or interpretations of the 


Securities and Exchange Commission so require, such Shares may 
be issued only if the holder of such Option represents and 
warrants in writing to the Company that such Shares are being 
acquired for investment and not with a view to the distribution 
thereof, and any certificates issued upon exercise of the 
Option shail bear appropriate legends setting forth the 
restrictions on transfer of such Shares. 


15. Amendment or Termination of the Plan. The Board 
may alter, amend, suspend or terminate this plan; however, 
except as otherwise provided in this Plan, no such action shall 
deprive an optionee, without his or her consent, of any Option 
Or any of the rights thereunder granted to the optionee 
pursuant to this Plan. Except as herein provided, no such 
action of the Board, unless taken with the approval of the 
Shareholders of the Company holding a majority of its voting 
power, may: 


(a) increase the total number of shares reserved 
for the purposes of the Plan, other than pursuant to 
adjustments under Section 9 hereof; 


(b) reduce the minimum permissible exercise 
price for Options; 


(c) extend the termination date of the Plan set 
forth herein; or 


(d) alter the class of persons eligible to 
receive Options under the Plan. 


16. Effectiveness of the Plan. The effective date of 
the Plan is January 1, 1986. However, implementation of the 
Plan is subject to the qualification of the grant of Options 
and the issuance of the underlying Shares of Common Stock by 
the California Department of Corporations and to approval of 
the Plan by shareholders of the Company holding a majority of 
its voting power within twelve months before or after the 
effective date of the Plan specified above. Options may be 
granted under the Plan prior to such qualification and 
approval, but each Option so granted shall expressly provide 
that it is subject to tue aforementioned conditions and in no 
event may any such Option be exercised in whole or in part 
Prior to such qualification and approval. 
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Option No. 
ATARI, CORP. 


INCENTIVE STOCK OPTION AGREEMENT 
UNDER THE 1986 STOCK OPTION PLAN 


THIS AGREEMENT is made as of ee Ee ee. ee | 
between Atari, Corp., a Nevada corporation (the “Company 
and (the “Optionee”"). 


—_——? 


RECITALS 


The Board of Directors of the Company (the “Board") or 
the Committee (the “Committee") administering the Company's 
1986 Stock Option Plan (the “Plan") has granted to the Optionee 
on —_..__. 19__, as a matter of separate 
inducement in connection with the Optionee's engagement with 
the Company or its parent or a subsidiary thereof, if any, and 
not in lieu of any salary or other compensation for the 
Optionee's services, an option (the “Option") to purchase 
Shares of the common stock of the Company (“Common Stock") on 
the terms and conditions set forth herein. This Option is 
intended to qualify as an incentive stock option under 


Section 422A of the Internal Revenue Code (the "Code"). 


AGREEMENT 


NOW, THEREFORE, in consideration of the foregoing and 
of the mutual covenants set forth herein and other good and 
valuable consideration, the parties hereto agree as follows: 


A es SHARES OPTIONED; OPTION PRICE. The Company 
hereby grants to Optionee the right and option to purchase all 
or any part of an aggregate of Shares of Common 
Stock, at the price of $ _. per share (which shall 
not be less than the fair market value on the date hereof), on 
the terms and conditions set forth herein. 


2. OPTION TERM; TIMES OF EXERCISE. The Option term 
shall end on (the “Termination Date”) 
which in no case shall be greater than ten (10) years from the 
date of grant of this Option. 


This Option shall be exercisable in installments, 
as follows: 


(a) As to one-fifth of the shares covered by 
this Option, any time after Pte Uh ellis 


(b) As to an additional one-fifth of the shares 
covered by this Option, any time after > Be 3 


(c) As to an additional one-fifth of the shares 
covered by this Option, any time after ng 1s 


(d) As to an additional one-fifth of the shares 
covered by this Option, any time after gi (SI 9 
and 


(e) As to the remaining one-fifth of the shares 
covered by this Option, any time after ee, 


Installments not exercised shall accumulate and be exercisable 
at any time on or before the Termination Date. 


This Option is not exercisable while there is 
outstanding (within the meaning of Section 422A(c)(7) of the 
Code) any incentive stock option (within the meaning of 
Section 422A thereof) which was granted before the granting of 
this Option to Optionee to purchase stock in the Company or in 
a corporation which (at the time of grant of such option) is a 
parent or subsidiary corporation of the Company, or is a 
Predecessor corporation of any such corporations. 


3. RIGHT TO PURCHASE AS AFFECTED BY TERMINATION OF 
EMPLOYMENT OR DEATH. If Optionee ceases to be employed by the 
Company or its parent or subsidiary because of Optionee's 
discharge for cause, this Option shail expire concurrently with 
Such cessation of employment. If Optionee ceases to be 
employed by the Company or its parent or subsidiary for any 
reason other than Optionee's death, Gisability (within the 
meaning of Section 105(d)(4) of the Code) or discharge for 
“cause”, within a five-year period from the date hereof, or 
during the five-year period ending upon the end of the tenth 
year from the date hereof, this Option, subject to earlier 
termination pursuant to Paragraph 2 hereof, shall expire sixty 
(60) days and three months thereafter, respectively, for such 
two periods, and during eithex such period after Optionee 
ceases tc be an employee, this Option shall be exercisable only 
as to those shares, if any, with respect to which Optionee 
could have exercised the Option as of the date of such 
cessation of employment. If Optionee shall become disabled or 
die while in the employment of the Company or its parent or 
Subsidiary, Optionee or, in the case of death, the person or 
persons to whom Optionee's rights under the Option shall have 
passed by will or by the applicable laws of descent and 
distribution, shall have the right, at any time within twelve 
(12) months after the date of Optionee's termination of 
employment, to exercise such Option as to those shares, if any, 


with respect to which Optionee could have exercised the Option 
as of the date of Optionee's termination of employment; 
provided, however, that all rights under such Option shall 
expire in any event on the Termination Date. 


“Cause”, for the purpose of this Agreement, shall 
mean conduct, as determined by the Company's Board of 
Directors, involving one or nore of the following: the 
commission of an act of embezzlement, fraud or dishonesty, the 
deliberate disregard of the rules of the Company which resulted 
in loss, damage or injury to the Company, the unauthorized 
disclosure of any trade secret or confidential information of 
the Company, or the commission of an act which constitutes 
unfair competition with the Company or which induces any 
customer of the Company to break a contract with the Company. 


4. EXERCISE; PAYMENT FOR AND DELIVERY OF STOCK. 
This Option may be exercised only by Optionee or his or her 
transferees by will or the laws of descent and distribution. 
This Option may be exercised by giving ten (10) days’ written 
notice of exercise to the Company specifying the number of 
Shares to be purchased and the total purchase price therefor, 
accompanied by one or a combination of (@) a cashier's or 
certified bank check to the order of the Company, (b) shares of 
stock of the Company previously acquired by Optionee, or (c) a 
promissory note bearing such interest rate and other terms as 
the Board or the Committee shall, in its discretion, establish, 
in payment of such price. Any such previously acquired shares 
Shall be valued at their fair market value on the date of 
exercise. If in the opinion of the Company's counsel the 
Company is required to withhold on account of any present or 
future federal or state tax imposed as a result of such 
exercise, the notice of exercise shall be accompanied by a 
cashier's or certified bank check to the order of the Company 
in payment of the amount of such withholding. 


5. RIGHTS WITH RESPECT TO THE SHARES UPON 
TERMINATION OF EMPLOYMENT OR DEATH. 


5.1 Voluntary Termination of Emoloyment. If 
Optionee shall cease to be employed by the Company prior to 
that date which is five years from the date hereof due to his 
or her voluntary resignation from employment with the Company 
or termination for “cause”, the Company or its nominee shali 
have the right to repurchase all, or any portion, of the shares 
of Common Stock purchased by Optionee upon the exercise(s) of 
this Option for a per share purchase price which shall be the 
greater of (i) “book value per share” determined as of the end 
of the Company's fiscal quarter next preceding the date of 
resignation or termination, or (ii) the per share Option Price 


set forth in Section 1 hereof, as adjusted from time to time 
Pursuant to Section 7 hereof, plus interest at 9% per annum 
compounded annually from the respective dates upon which the 
Optionee acquired such shares upon the exercise of this Option 
until the date of Optionee's resignation or termination. “Book 
value per share” for the purpose of this Agreement shall be the 
tangible net worth (tangible assets less liabilities) of the 
Company as determined by the Company in accordance with 
generally accepted accounting principles, consistently applied, 
divided by all of the then--outstanding shares of Common Stock. 


5.2 Involuntary Termination of Employment Other 
Than for Cause. If Optionee shall cease to be employed by the 
Company prior to that date which is five years from the date 
hereof due to an involuntary termination of his or her 
employment by the Company other than for "cause", (1) Optionee 
may elect to (i) retain all shares of Common Stock purchased by 
Optionee upon the exercise(s) of this Option or (ii) require 
that the Company purchase, and the Company agrees to purchase, 
directly or through a nominee, to the extent the Company is 
able to do so under applicable law, all shares of Common Stock 
purchased by Optionee upon the exercise(s) of this Option for a 
price equal to the greater of (i) “book value per share” 
determined as of the end of the Company's fiscal quarter next 
preceding the date of resignation, or (ii) the per share Option 
Price set forth in Section 1 hereof, as adjusted from time to 
time pursuant to Section 7 hereof, plus interest at 9% per 
annum compounded annually from the respective dates upon which 
Optionee acquired such shares upon the exercise of this Option 
until the date of Optionee's resignation or termination. 
Termination of employment due to death or physical or mental 
disability which the Board of Directors of the Company 
determines would be likely to materially impair Optionee from 
performing the services performed by Optionee prior to such 
disability shall be considered an involuntary termination of 
employment other than for "cause". 


5.3 Exercise of Rights. Upon Optionee's ceasing 


to be employed by the Company in a manner which results in the 
Company, or its nominee, having the right to repurchase some or 
all of the shares of Common Stock purchased by Optionee upon 
the exercise(s) of this Option, the Company shall give written 
notice to Optionee of its intent to exercise such right within 
seven months of the date of Optionee's termination of 
employment with the Company, or within seven months of the date 
that the Company is notified in writing of such termination by 
Optionee in the event of Optionee's voluntary resignation. 

Upon Optionee's election to exercise his or her right to 
require the Company to repurchase all of the shares of Common 
Stock purchased by Optionee upon the exercise(s) of this 


Option, Optionee shall give written notice to the Company of 
his or her election within seven months of the date of 
Optionee's termination of employment with the Company. Within 
30 days of the Company's or Optionee'’s giving of the notice 
required above, the Company shall deliver to Optionee its 
certified or cashier’s check in the full purchase price for the 
Common Stock then being purchased against Optionee's delivery 
of certificates endorsed to the Company or its nominee 
representing such Common Stock. 


6. RIGHTS IN SHARES BEFORE ISSUANCE AND DELIVERY. 
Neither Optionee nor Optionee's transferees by will or the laws 
of descent and distribution shall be, or have any rights or 
Privileges of, a shareholder of the Company with respect to any 
Shares issuable upon exercise of this Option, unless and until 
certificates representing such shares shall have been issued 
and delivered. 


Te ADJUSTMENTS IN STOCK. Subject to the provisiOns 
of the Plan, if the outstanding shares of the Company of the 
Class subject to this Option are increased, or decreased, or 
are changed into or exchanged for a different number or kind of 
shares or securities as a result of one or more reorganizations, 
recapitalizations, stock splits, reverse stock splits, stock 
dividends and the like, appropriate adjustments, to be 


conclusively determined by the Board or the Committee, shall be 
made in the number and/or type of shares or securities subject 
to this Option and the Option Price, so that the total purchase 
price of the shares then subject to this Option shall remain 
unchanged. 


8. NONTRANSFERABILITY OF OPTION. This Option is not 
transferable otherwise than by will or the laws of descent and 
distribution. This Option shall not be otherwise transferred, 
Or assigned, pledged, hypothecated or otherwise disposed of in 
any way, whether by operation of law or otherwise, and shall 
not be subject to execution, attachment or Similar process. 
Upon any attempt to transfer this Option otherwise than by will 
Or the laws of descent and distribution or to assign, pledge, 
hypothecate or otherwise dispose of this Option, or upon the 
levy of any execution, attachment or similar process upon this 
Option, this Option shall immediately terminate and become null 
and void. 


9. HOLDING OF STOCK BY OPTIONEE. By accepting this 
Option, Optionee, on behalf of Optionee and his or her 
transferees by will or by the laws of descent and distribution, 
represents and agrees that all securities acquired upon 
exercise of this Option will be acquired for investment and not 
for resale and distribution, and that, as a condition precedent 


to each exercise of any portion of the Option, the person 
entitled to acquire securities thereby shall furnish evidence 
Satisfactory to the Company (including a written and signed 
representation) to the effect that the securities so acquired 
are being acquired in good faith for investment and not for 
resaie or distribution, and such person will agree to hold the 
Company harmless on account of any reasonable action taken by 
the Company to prevent the resale or distzibution of any 
portion of such securities. In the event that counsel for the 
Company shall advise the Company that such evidence and such 
hold-harmless agreement shall not be necessary under the law 
and/or the circumstances as the same may exist at the time of 
such exercise, the Company, in its sole and absolute 
discretion, may waive the furnishing cf such evidence and/or 
agreement. The Cumpany may require, as an additional condition 
precedent to each exercise of any portion of the Option, that 
the person entitled to acquire securities thereby shall 
furnish, in writing, information Satisfactory to the Company 
concerning such person's prior transactions involving 
securities of the Company, if any. 


This Paragraph 9 notwithstanding, no securities 
issuable upon exercise of this Option shall be issued and 
delivered unless and until, in the opinion of counsel for the 
Company, such securities may be issued and delivered without 
Causing the Company to be in violation of or incur any 
liability under any federal, state or other applicable 
securities laws, any requirement of any listing agreement with 
an exchange upon which the Company's securities are traded to 
which the Company may be a party, or any other requirement of 
law or of any regulatory body having jurisdiction over the 
Company. All certificates representing shares issued upon 
exercise of this Option shall bear a legend describing the 
restrictions imposed by this Agreement. This legend 
requirement shall terminate at such time as the Common Stock is 
listed on any national or regional stock exchange, or there is 
an established market for the Common Stock in the 
over-the-counter market and the Common Stock is listed in the 
pink or white sheets of the National Association of Securities 
Dealers Automated Quotation Service or a comparable service. 


10. TERMINATING TRANSACTIONS. Upon the dissolution 
Or liquidation of the Company, upon @ reorganization, merger or 
consolidation of the Company with one or more corporations as a 
result of which the Company is not the Surviving corporation or 
as a result of which the ovtstanding shares of Common Stock are 
exchanged or converted into cash or property or securities not 
issued by the Company, or upon a sale of substantially all the 
Property of the Company (any of which shall be deemed hereunder 
to constitute a “Terminating Transaction"), this Option shall 


terminate, unless provision is made in writing in connection 
with such Terminating Transaction for the continuance of this 
Option or for the assumption of this Option, or the 
substitution for this Option of options covering the securities 
of a successor corporation, or a parent or a subsidiary 
thereof, with appropriate adjustments as to the numbers and 
types of shares and prices, in which event this Option shall 
continue in the manner and under the terms so provided. I€£ 
this Option terminates pursuant to the foregoing sentence, 
Optionee or any other person entitled to exercise any 
unexercised portion of this Option shall have the right, at 
such time prior to the consummation of the Terminating 
Transaction as the Company shall designate, to exercise the 
unexercised portion of this Option then exercisable. In 
connection with such a Terminating Transaction, the Board or 
the Committee may also, but need not, provide for the exercise, 
On an accelerated basis, of some or all of this Option which 
would otherwise not then be exercisable. 


11. NOTICE OF SALES. If Optionee sells or otherwise 
disposes of any shares of Common Stock received upon exercise 
of this Option earlier than either two years from the date of 
this Agreement or one year from the date of acquiring the 
shares disposed of upon the exercise of this Option, Optionee 
Shall promptly give written notice of such sale of disposition 


to the Company and the consideration received. 


12. NOTICES. Any and all notices, designations, 
consents, offers, acceptances, or other communication provided 
for herein shall be given in writing by personal service or by 
registered or certified mail, postage prepaid, which shall be 
addressed to the Company in care of its Secretary at its 
Principal office and to Optionee at his or her address 
appearing following his or her Signature below (or at such 
other address as either party hereto shall subsequently notify 
the other in the manner provided in this Paragraph). Each 
notice shall be deemed to be received on the day delivered in 
the event of personal service or five business days after being 
mailed in the manner provided above in the event of mailing. 


13. STOCK OPTION PLAN. This Option is subject to all 
of the terms and conditions of the Company's 1986 Stock Option 
Plan as the same shall be amended from time to time in 
accordance with the terms thereof, but no such amendment shall 
adversely affect Optionee's right under this Option. 


14. QUALIFICATION AND APPROVAL OF OPTION. This 
Agreement shall be effective as of the date of its making as 
set forth above, subject to the qualification of the grant of 
this Option and the issuance of Common Stock by the California 


Department of Corporations and to approval of the Plan by 
Shareholders of the Company holding a majority of its voting 
power within twelve months before or after the effective date 
of the Plan. In no event may this Option be exercised in whole 
Or in part prior to svch qualification and approval. 


15. LAWS APPLICABLE TO CONSTRUCTION. This Agreement 
Shall be construed and enforced in accordance with the laws of 
the State of California. 


IN WITNESS WHEREOF, the Company has caused this 
Agreement to be executed on its behalf by its President or one 
of its Vice Presidents and to be sealed with its corporate 
seal, attested by its Secretary or one of its Assistant 
Secretaries, and Optionee has hereunto executed this Agreement 
on the day and year first above written. 


ATARI, CORP. OPTIONEE 


(signature) 


(typed or printed name) 


ATTEST: Street Address 


City and State 
Social Security No. 
By his or her signature, the undersigned spouse of Optionee 


agrees to be bound by all the terms and conditions of the 
foregoing Agreement. 


(signature) 


(typed or printed name) 
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SETTLEMENT AGREEMENT AND MUTUAL RELEASE. 


THIS 3S AN AGREEMENT by and between TANDON CORPORATION 
(hereinafter "TANDON") and ATARI CORP. (hereinafter "ATARI") with 
offices at 1196 Borregas Avenue, Sunnyvale, CA, whereby the 
above-mentioned parties hereby extinguish certain of their mutual 
rights and claims, arising from their disputes and differences as 
to the rights, duties, end obligations each has arising from 
certain of their relationships prior to the execution of this 
Agreement. 


NOW THEREFORE, in consideration of the mutual 
covenants herein contained , the settlement of certain claims 
between the parties, and other good and lawful consideration, the 
parties agree as follows: 


l. Payment by ATARI CORP.: ATARI shall pay TANDON and be 
credited in the reriacing amounts, the settlement total being 
$10,559,734: : 


a. $2,500,000 payment to Tandon upon execution of 
this agreement; and 


b. $5,000,000 credit to ATARI upon the purchase of 
the Hong Kong facility as provided in Section 2 hereof; and 


c. $1,000,000 credit to ATARI upon the purchase by 
TANDON of 2,000,000 pieces of 64K D-RAM chips (150 nanosecond) at a 
purchase price of $.50 per piece es provided in Section 3; and 


¢. ATARI e#hel) pay TANDON $2,059,754 (subject to 


increase es provided in paragraphs 2(e) and 4(s8) and 4(b) hereo?) 
in twelve (12) equal zonthly instaliments on the IS5th of each 
month, commencing on January 15, 1986, or in the first month 
following deiivery on @ COD basis (or TANDON'S willingness end 
ebiiity to so deliver in the absence of sctual procurement Dy 
Agreeasnt), of the first production units of the 3.5 inch herd 
@isk, whichever is earlier. 


2. TANDON Purchase of ATARI Hong Kong Printed Circuit 
Board eee ay: YARDON (or @ designated eas Subsidiary) will 
purchase 'S Printed Circuit Board Production Facility located 
in Hong Kong (the "PCB Facility"). The consideration to be 
furnished by TANDON shall be solely the cancellation of $5,000,000 
(u.S.) of indebtedness of ATARI to TANDON included in the 
settlement totel, such that TANDON shall credit $5,000,000 against 
the settlement total upon the closing of such purchase. Such 
Beene ebligation of TANDON shall be subject to the following 
conditions: 


a. The purchase shall be implemented by either »@ 
sale of leasehold int-rests and improvements and other assets or by 
sale of all of the stock of Advanced Circults Limited ("ACL"), upon 
mutual agreement. All ownership and leasehold interests and 
estates constituting the PCB Facility shall be fully assignable 
Pursuant to such purchase of assets or transferrable in connection 
with a sale of ACL stock, and all such leasehold interests shali 
contain terms and conditions teasonably necessary for continued 
operaton of the PCB Facility by TANDON. a* 


b. Neither TANDON nor any of its subsiciaries shal] 
have any responsibility for any debts, liabilities or otligations 
of ATARI cr Advanced Circuits Limited in connection with such 
purchase. 


e. TANDON, ATARI and Advanced Circuits Limited 
shall forthwith enter into a definitive agreement containing 
Customary representacions and warranties, covenants, conditions and 
-indemnities as are contained in purchase agreements of such nature 
“consistent with the terms of this Agreement. TANDON shall prepare 
such agreement and deliver it to ATARI as soon @3 practical for 
review, negotiation, approval end execution. The definitive 
egreement shall provide for a closing of such purchase no later 
than December 20, 1985, subject only to any unavoidable delay 
necessitated by legal matters such as filings, publications, etc. 


c. ATARI shall retain ownership of any and ell raw 
materials, work in process, and finished products (collectively 
®Inventory") which have been procured by ACL for use in ATARI end 
products. The parties shall in good faith mutually agree upon such 
of the Inventory as shell be excluded from the purchase pursuant to 
this provision. 


In the event that such purchase fails to close on 
or prior to December 20, 1985 by reason of TANDON's failure to use 
its diligent best efforts to Cause such closing to so occur, ATARI 
at its option may (upon written notice to TANDON) elect to sel) the 
PCB Facility to ancther bona fice purchaser in which case ATARI 
shall be entitled to a crecit, against the settlement amount, equal 
to the difference (in no event to exceed $5,006,000) between 
35,000,000 and the aggregate emount deronstrated by TANDON to be 
- ‘@vailable from a bena ?ide third party purchaser of the PCB 
~fecility. If TANDON cannot demonstrate the availability of such a 
‘Purchaser by December 20, 1985, then ATARI shall be entitled to the 
full $5,000,000 credit and TANDON shall be entitled to the PCB 
Fecility. In the event of such third party sale, the settlement 
balance referred to in Paragraph 1(¢) phald be appropristely 
adjusted. 


rs The obligations and liabilities of TANDON under 
thie paragraph 2 (including those uncer Paragraph e. ebove) shall 
not be severable from the payment obligations of ATARI specified in 
paragraph la. above. If for any reason (including the bankruptcy 
of ATARI) such payment obligations of ATARI cannot be enforced by 


TANDON (including If TANDON is required to return all or any 
o2- 


portion of such payment as a preference) TANDON's obligations under 
this paragraph 2 shall terminate. 


3. TANDON Purchase of 64K D-RAM Chins. Subject only to 
the conditions specified herein, TANDON shall purchase from ATARI 
an aggregate of 2,000,000 pieces of 64K D-RAM chips (150 
nanosecond) at a purchase price of $.50 per piece. The payment of 
such purchase price shall be effected by crediting such purchase 
price es specified above. Such purchase shall be effected pursuant 
to TANDON's standard form of purchase order. ATARI warrants that 
such D-RAM chips (2) have been manufactured by TriStar 
Semiconductor, Inc., (b) have date codes no earlier than September 
1984, and (c) shall satisfy a 1% Average Quality Level, and ATARI 
will replace defects in excess of such 1% level. The purchase of 
such chips shall be subject to ATARI's compliance with the terms of 
this Agreement. 


ia 4. Returned Products: The $10,559,734 settlement total 
referred to above 1s Specifically exclusive of an aggregate of 
12,960 disk drive products shipped to ATARI and claimed by ATARI to 
have been returned to TANDON (the "Returned Products") aggregating 
$1,296,000 in original TANDON invoice amount. In settlement of the 
claims of TYANDON and ATARI with respect to the Returned Products 
and all outstanding TANDOW invoices therefor, the parties agree as 
follows: 


a. If (after inspection) any of the products 
returned to TANDON are found not to be products manufactured by 
TANDON, or if physical count otherwise reveals the absence of any 


portion of the 12,960 TANDON units claimed to have been returned, 
the original TANDON invoice amount of any such products not 
wpanufactured by TANDON or otherwise not present in such Returned 
Products shal) be added to the remaining balance described in 
paragraph 1.d above (and included in the principal amount of the 
promissory note described herein). Any such non-TANDON products 
ehall be promptly reclaimed by ATARI at its expense. 


b. With respect to such of the Returned Products 
that are products of TANDON manufacture, they shall be repaired to 
the extent requisite to meet original specifications and, promptly 
following such repair, shall be shipped to ATARI FOB TANDON's plant 
- end re-dilled at the original invoice emount therefor. Such 
original invoice amount shall, upon such shipaent, be added to the 
temaining balance described in paragraph 1.0 ebove (and included in 
the principal amount of the promissory note described herein). 

3 2 


5S. Mutual Releases: Each of the above-mentioned parties, 
on behalf of itsel?, its subsidiaries, its heirs, executors, 
administrators, end agents, servants, stockholders, employees, 
representatives, assigns and successors hereby 7ully releases and 


discharges the other party and its subsidiaries, its heirs, 
executors, administrators, and agents, servants, stockholders, 
employees, representatives, assigns and successors from all tights, 
claims, and actions which each party now has against the other 
party arising out of goods sold and delivered between July 1, 1984 
and the date of this Agreement. The parties expressly agree that 
such release shall not extend to obligations under ATARI Purchase 
Order C4é087N for 63,608 units of unshipped product. 


6. Modification, amendment: The parties hereto may, by 
written agreement, make any modification or amendment of this 
Agreement. This Agreement shall not be modified or amended except 
pursuant to an instrument in writing executed and delivered on. 


behalf of all of the parties hereto. 


7. Confidential Agreement: The terms of this Agreement and 
the Agreement Itself, are confidential and are not to be disclosed 
to any third party, without the written consent of a) parties to 
this Agreement. If a party to this Agreement is_requested or 
ordered by court process to disclose the teras of this Agreement 
and/or the Agreement itsel?, the party will give prompt notice to 
the other parties to this Agreement to enable those parties to take 
any action they deem appropriate to prevent or condition 
disclosure. Wotwithstanding the foregoing (1) the parties may make 
yuch disclosure of the terms of this Agreement as are required by 
the reporting requirements of federal and state securities laws and 
by applicable accounting principles and Standards, and (ii) any 
party say make such disclosure of the terms of this Agreement as 
@ay be required in connection with any action or proceeding 
Commenced to enforce any obligation arising under this agreement 
provided that such disclosure will be under seal unless otherwise 
ordered by the court in such action or proceeding. 


“3% 


8. Counterparts: This Agreement may be executed in any 
number of counterpartee each of which shall be an original and ail 
of which shell constitute together but one and the same document. 


9. Other Oocuments: In furtherance of the foregoing, eas 
Boon as practical upon N's request, ATARI will execute (a5 

- Sroaissory notes, in standard and customary fora, in principal 
emounts equal to the respective parts of the settlement amounts 
referenced in paragraphs 1(b), i(c), and 1(d), respectively, with 
such principal bearing no interest and requiring repayment in 
eccordance with the foregoing provisions subject to acceleration of 
all installments upon default which has gone uncured within a 
specified notice period, (b) a security agreement, in customary and 
standard form, securing 811 unpaid portion by all property of ATARI 
which hes been or may hereafter be purchased from TANDON or its 
subsidiaries, and (c) Financing Statements on Form ucc, for filing 


~ ra 


with the California Secretary of State and other appropriate 
governmental offices, perfecting the security interest created by 
such security agreement. 


1o. Notice: Any notice, Teport or demand required, 
permitted or desired to be given pursuant to ny of the provisions 
of this Agreement shall be deemed to have been sufficiently Given, 
served or received for all purposes if hand delivered or sent by 
Telex, as follows: 


If to ATARI CORP., at: 1196 Borregas Avenue 
Sunnyvale, CA 94086 
Attn: Sam Tramiel, 
President 


with a copy to: Atari Corp. 
Legal Department 
1196 Borregas Avenue 
Sunnyvale, C& 94086 


If to TANDON at: 20320 Prairie Str. 
Chatsworth, CA 91311 
Attn: D.J. Trafecanty 
Vice President 


with a copy to : Lawrence Weeks, Esq. 
Riordam, Caps, 
Carbone & McKenzie 
3743 Corsa Avenue 
Suite 116 
Westlake Village, Ca 


ATARI CORP. wR us 
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LEASE AGREEMED: 


between 


HUMBOLDT COURT ASSOCIATES SEVEN 


and 
ATARI, INC. 
1196 Borregas Avenue 
Sunnyvale, CA 94086 


45,709 Sq.Ft. 
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LEASE AGREEMENT 


THIS LEASE, dated July —_, 1980 » is entered into by and between 
HUMBOLDT COURT ASSOCLATES SEVEN, a Cali Tornia general partnership, : 


wheee-addres” is c/o CPS & Associates, Inc., 1153 Bordeaux Drive, Sunnyvale, CA , 94086 
(hereinafter referred to as Landlord), and ATARI, INC., a wholly owed subsidiary” lary 
of Warner Communicetions, Inc., a D aTe COMPOravion, WiCse mMaress fs 


lelaw: 


1265 Borregas Avenue, Sunnyvale, CK 9G086 ee ee eae 
hereinafter referred to as Tenant » and shall be effective on the date set forth below. 


2._DEFINITIONS 


As used in this Lease: 


A. Landlord hereby leases to Tenant, and Tenant hereby leases from Landlord, 
upon the terms, conditions and covenants hereinafter set forth, those certain premises 
(hereinafter referred to as the "Premises"), consisting of that real Property, together 
with all buildings and improvements thereon and appurtenances thereto, now consisting 
of _one__ (1) building(s) on approximately 2.664 acres and containing 
& total building area of approximately G5, 709 Square feet, located at 
1196 Borregas Avenue ; in the City of Sunnyvale : 

anta™ a » California, all as more particularly shown and described 
on Exhibit "A" attached hereto and made a part hereof. 


B. The term "Outside Areas" shail mean all areas and facilities within the 
Premises except for the building provided and designated by Landlord for the general 
use and convenience of Tenant including, without limitation, parking areas, access and 
perimeter roads, sidewalks, landscaped areas, service areas, trash disposal facilities, 
and similar areas and facilities subject to the reasonable rules and regulations and 
changes therein from time to time, promulgated by Landlord governing the use of said 
Outside Areas. 


3. TERM 


A. _The term of this Lease shall be a period of ten (10) 
years and zero (9) months, commencing on Decenber-I; 


19 80 unless sooner terminated as provided herein, terminating on November 
ge spr ninety (90) days following Landlord's a yng 
building Permre Tron ;City of |S le for the, improvements provided for in 
BRB Tenant ¢ oh PE Bee aenerehes tater whatsoever, is unable to _ jnitial 
deliver possession of the Premises on the commencement: date set out in the forego} 
Subparegraph A, Landlord shall not be liable to Tenant for any loss or damage therefrom, 
nor shall this Lease be void or voidable; but in such event the commencement; 
termination and all other dates of this Lease shall be extended to conform to the tim 
of Landlord's tender of possession of the Premises to Tenant, and Tenant shall not bé 
obligated to pay rent or other sums due Landlord until possession of the Premises is : 
tendered to Tenant. If for any reason whatsoever, except for causes wit in t € contro 
Tenant or acts of God, Panalora does not deliver possession of the Premises within thirty (30) 


"s of the above scheduled commencement t re ; ant shall deduct from his rent 
-igations an amount equal to twice ce aN ANG ESPEN SESS of delay beyond that thirty 


) day period. A. Tenant shall pay in lawful money of the United States to Landlord for 
each morith of the term of this Lease, Rent, including. Property Insurance aS provided . 
for in Subparagraph 23A hereof, in the amount of TWENTY NINE THOUSAND NINE HUNDRED 
FIFTY AND NO/100 
‘the first day of each calendar month wit 
or demand together with Outside Area Expens 
AND 110/100 . (§ 570.00 --_) DOLLARS per month tor the 


Period Decenber 1 , 1980 to December at, ie. 


19_81 subject to periodic adjustment as provided in Paragraph 14. - 

B. Landlord hereby acknowledges receipt of Tepant's payment of Rent and 
Outside Area Expenses for the period December 1, 1980 to December 
31, 1980 in the amount of THIRTY THOUSAND FIVE 
HUUDRED TWENTY & NO7I00 __($30,520.00----- ) DOLLARS, 
es 819599 920 00m nnn 


If the commencement date is not the first day (ist) day of a month, or 

ation date is not the last day of a month, a prorated monthly installment 
based on a thirty (30) cay month shall be paid at the then current rate for the 
fractional month during which the lease commences or terminates, 


5. LATE PAYMENT CHARGES 
EA RSES 


Tenant acknowledges that late payment by Tenant to Landlord of rent and other 
charges provided for under this lease will cause Landlord to inc 
by this lease, the exact amount of such costs being extremely 
to fix. Such costs include, without limitation, processin 
late charges that may be i 
notes secured by any encu 
by virtue of late payment 
of rent or an 
Tenant shall 
The parties 
Acceptance 
respect to 
rights and 


Senant has deposited with Landlord the ‘sum of 


($ ) DOLLARS as security 
for the full anc faithful performance o every portion of this Lease to be performed 
by Tenant. if Tenant defaults with respect to any provision of this Lease, including 


but not limited to theprovisions relating to the payment of rent and other sums due . 


or the repair of damageNa the Premises caused by Tenant, Landlord may use, apply 
or retain all or any part of thi security deposit for the payment of any rent or any 
other sum in default, the repairef such damage to the Premises or the payment of 
any other amount which Landlord mz spend or become obligated to spend by reason 
‘of Tenant's default or to compensate Dagdlord for any other loss or damage which 
Landlord may suffer by reason of Tenant's dé¥oult to the full extent permitted by law. 
If any portion of said deposit is so used or appited, Tenant shall within ten (10) days 
after written demand therefor, deposit cash with Landlord ir, an amount sufficient to 
restore the security deposit to its original amount, andfenant's failure to do so shall 
be a material breach of this Lease. Landlord shall not be retuired to keep this security 
deposit separate from its general funds, and Tenant shall not™be entitled to interest 
on such deposit. If Tenant shall fully and faithfully perform eve rovision of this 
Lease to be performed by it, the security deposit or any balance thereof shali be 


7. HOLDING OVER 


if Tenant remains in possession of all or any part of the Premises after the 
expiration of the term hereof, svith—ea without the express or implied consen* of 
Landlord, such tenancy shall be month-to-month only and shall not constitute a renewal 
or-extension for any further term. In such event, rent shall be increased to an amount 
equal to one hundred fifty percent (150%) of th 
.the Lease term, and any other suins 


at the time specified in this Lease, 1 y shall be subjec 


"..to every other term, condition, covenant and agreement contained herein. SO Ue oe 


8. TENANT IMPROVEMENTS 
aE EMEN TS 
Landlord agrees to construct within the Premises certain Tenant Improvements 
as shown on Exhibit "B" attached hereto and made a part hereof, on the terms and 
conditions contained in "Addendum One" to this Lease. 


9. ACCEPTANCE OF PREMISES 


By taking possession of the Premises, Tenant accepts and acknowledges the 
Premises as being in gocd and sanitary order, condition and repair and accepts them 
in their then-existing condition, providing the buildings and improvements shall comply 
with all applicable laws, codes and ordinances. Acceptance of the Premises shall be 


. 


-2- 


Initial 


acceptance of any Tenant Improvements the construction of which was required pursuant 
to Paragraph 8. Tenant shall have the use and benefit of any warranties accruing to 
Landlord as a result of Landlord's construction of Tenant Improvements: Tenant 
acknowledges that neither landlord nor its agent(s) has made any representation or 
warranty as to the suitability or fitness of the Premises for the conduct of Tenant's 
business or for any other purpose, nor has Landlord agreed to undertake any modification, 
alteration or improvement to the Premises except as expressly provided in this Lease. 
The taking of possession of the Premises by Tenant shall conclusively establish that 
the Premises were at such time in satisfactory condition unless within ten (10) days 
after such date Tenant shall give Landlord written notice specifying in reasonable 
detail the respects in which the Premises were not in satisfactory condition. 


10. USE OF THE. PREMISES 
SEEMS ES 


A. Tenant shall use the Premises solely for office, engineering, light 
menufacturing, warehousing, showroom and other legal purposes 
and shall not use the Premises for any other purpose without obtaining the prior written 
consent of the Landlord. Tenant acknowledges that jaa apee i es are bject to those 
certain covenants, conditions and restrictions recorded,a Pie . » of Book: 
7985 ___, of the Official Records of Santa Clara County, State of California, on 
(hereinafter referred to as the "CC&R's"), which are attached hereto as Exhibit bg 
Tenant further acknowledges that it has read the CC&R's and knows the contents 
thereof. Throughout the term of this Lease, and any extensions thereof, Tenant shall 
faithfully and timely perform and comply with the CC&R's and any modification or 
amendments thereof and Tenant shall hold Landiord harmless and indemnify Landlord 
against any loss, expense, damage, attorneys! fees or liability arising out of the failure 
of Tenant to so perform or comply with the CC&R's, 


B. Tenant shall not use the Premises or suffer or permit anything to be done 
in or about the Premises which will in any way conflict with any law, statute, zoning 
ordinance, regulation or requirement of duly constituted public authorities now in force 
or which may hereafter be in force, or Board of Fire Underwriters requirements or 
other similar body now or hereafter constituted relating to or affecting the condition, 
use or occupancy of the Premises. Tenant shall not commit any public or private 
nuisance or any other act or thing which might or would disturb the quite enjoyment 
of any occupant of nearby property. Tenant shall place no loads upon the floors, walls 
or ceilings in excess of the maximum designed load or which endanger the structure; 
place any harmful liquids in the drainage systems unless Tenant installs proper neutral- 
izers; dump or store waste materials or refuse or allow such to remain in, on or about 
any part of the Premises outside of the building proper, except in the enclosed trash 
aree provided; and Tenant shall not store or permit to be stored or otherwise placed 
any materials of any nature whatsoever outside the building proper. Tenant may store 
materials in areas specifically designated for storage, provided they are properly and 
attractively screened, in compliance with all applicable city ordinances end approved, 
in writing, by Landlord. 


11, QUIET ENJOYMENT 


Landlord convenants that it has the right to make this Lease and that Tenant’ 
upon performing the terms, conditions and covenants of this Lease, shall have quiet 
and peaceful possession of the Premises as against any person claiming the same by, 
through or under Landlord. 


12. ALTERATIONS, ADDITIONS AND IMPROVEMENTS 
eS ARE MER OVEMENTS 


A. Tenant shall not make or permit any alterations, additions or improvements 
in, on or about the Premises, except for non~structural alterations not exceeding Five 
Thousand Dollars ($5,000.00) in cost, without the prior written consent of Landlord, 
which consent shall not be unreasonably withheld. All alterations, additions or im- 
provements shall be installed at Tenant's sole expense in compliance with all applicable 
laws and by a licensed contractor approved in writing by Landlord. Any such alterations, 
additions or improvements including but not limited to heating, lighting, electrical, air 
conditioning, partitioning, drapery and carpentry installations made by Tenant which 
become an integral part of the Premises or are affixed to the Premises so that it 
cannot be removed without material damage to the Premises shall be and become. the . 
property of Landlord upon installation and shall not be deemed trade fixtures; provided, 
however, that Landlord may as a condition of its giving consent require that Tenant, 
at Tenant's sole expense agree to remove any or all alterations, additions or im- 
Provements installed by Tenant and return the Premises to an undamaged condition 
prior to the termination of the Lease. 


B. Tenant shall give Landlord at least twenty (20) days' prior written notice 
of the date of commencement of any construction of alterations, additions or im- 
provements in, on or about the Premises, and Landlord shall have the right at any 
time to post notices of non-responsibility or similar notices on the Premises in connection 
therewith. 


13. SURRENDER OF THE PREMISES 


amage by acts Of God, fire and 
Upon the expiration orfearlier termination of the term of this Lease, Tenant 
Shall surrender the Premises to\Landlord in their condition existing as of the commence- 

ment of the term of this Lease“normal wear and tear excepted, +i i i initial 
end-leensed-sersiees CE fe 4 Hcosseleanedand tred,-all-toe-thoreasenable satis setion 
of-Landicrdy Tenant shall remove all of Tenant's personal property and trade fixture q\ 
from the Premises, and ail such property not so removed shall be deemed abandoned 

by Tenant. If landlord so elects, Tenant prior to the termination hereof shall remove 

at its expense any and all fixtures and improvements installed by it which would. 
otherwise remain a part of the realty and restore the Premises to their condition as 

of the commencement of this Lease. If Tenant fails to remove any trade fixtures, 
equipment, or other personal property, or to remove any fixtures or improvements the 
removal of which is requested by Landlord, and such failure continues after the 
termination of this Lease, Landlord may retain such property and all tights of Tenant 

with respect to it shail cease, or Landlord may place such property in public storage 

for Tenant's account. Tenant shail be liable to Landlord for the costs of removal of 

any such trade fixtures, improvements or equipment of or installed by Tenant, the 
transportation and storage costs of same, the cost of returning the Premises to their 
condition as of the commencement of the term ef this Lease, together with interest 

at ten percent (10%) per annum or the maximum rate allowed by law on all such 
expenses from the date of expenditure by Landlord. [If the Premises are not so 
surrendered at the termination of this Lease, Tenant shall indemnify Landlord against 

all loss or liability resulting from delay by Tenant in so surrendering the Premises, 
including, without limitation, any claims made by any succeeding tenant or losses to 
Landlord due to lost opportunities to lease to succeeding tenants. 


: ito the control 

A. Landlord shall maintain ali Outside Areas. The\raanner in which such 
areas shall be maintained and the expenditures therefore shall be’-at-the—sele—disesction- 
of Landlord. Landlord shall at all times have exclusive control of the Outside Areas 
and may at any time temporarily close eny part thereof, exclude and restrain anyone pnitial 
from any part thereof, except the bona fide customers, employees and invitees of “ 
Tenant who use the Outside Areas in accordance with the rules and regulations as 
Landlord may from time to time promulgate, and may change the configuration or 
location of the Outside Areas. In exercising any such rights, Landlord shall make 
Teasonable effort to minimize any disruption to Tenant's business. 


14. OUTSIDE AREA EXPENSES eS and subject 


B. Tenant agrees to pay all reasonable costs and expenses as may be paid 
or incurred by Landlord in maintaining and operating the Outside Areas (hereinafter 
referred to as the "Outside Area Expenses") during the term of this Lease. The Outside 
Area Expenses shall include, without limitaticn, the cost of labor, materials, supplies 
-and services used or consumed in operating and maintaining the Outside Areas, including 
without limitation, the following: 


1. Landscaping maintenance and replacement; 
‘+ 2.,+ . Repairing concrete walkways and paved parking areas; 
3. Pest control services. 


Cc. From and after the date the rental provided for in this Lease has 
commenced, Tenant shall pay Landlord on the first day of each calendar month of the 
‘ term of! this Lease an amount estimated by Landlord to be the Outside Ares Expenses.'’ ;':'- 
'The..foregoing estimated monthly charge may be adjusted by Landlord at the end of. 
any calendar quarter on the basis of Landlord's experience and reasonably anticipated 
costs. Any such adjustment shall be effective as of the calendar month next succeeding 
receipt by Tenant of written notice of such adjustment. 


— a hh a te le tt a 
a oo 


D. Within one hundred twenty (120) days following the end of each calendar 
year Landlord shall furnish Tenant a Statement covering the calendar year just expired, 
Showing the amount of sai i 


ten (10) days 
Outside Area 


E. Failure of Tenant to pay any of the charges required to be paid under 
this Paragraph 15 shall constitute a default under the terms hereof in like manner as 
failure to pay rental when due. 


‘1S. REAL PROPERTY TAXES 
re LA AES 


A. Landlord shall Pay all Real Property Taxes levied or assessed ageinst the 
Premises during the term On or before April 1 and December 1 of 
each calen Lease, Tenant shall pay to Landlord Real 

i i not paid prior to April 10 and December 

© county tax assessor's tax statement for the Premises, provided 

Landlord shall give Tenant at least ter, (10) days’ prior written notice of the amount 

So due. Tenant shall Pay any Real Property Tax not included within the county tax 

assessor's tax statement within ten (10) days after being billed for the same by Landlord. 

In the event this Lease or any extension thereof shall expire on a date earlier than 

the end of a fiscal tax year, Landlord shall prepare a statement setting forth the Real 

Property Taxes to the date of such expiration and the parties shall adjust the Tenant's 

obligation to pay the Real Property Taxes to the date of the expiration or termination 
of this Lease, 


B. As used in this Lease, the term "Real Property Tax" 
form of assessment, license fee, rent tax, levy, 
or franchise taxes) imposed by an 
tax including without limitation an 
improvement or other 


hereunder by Tenant, any gross income or excise tax levied - 
by any of the foregoi i receipt of such rent or other sums, 
i i uitable interest of Landlord in the 
ansaction or any document to which 

terest in the Premises, or (iv) taxes 

of, in substitution for, or in addition 

whether cr not now customary or 


Cc. Anything to the contrary notwithstanding contained herein, Tenant shall 
Pay any increases in Real Property Taxes resulting from any and all improvements of 
any kind whatsoever placed in, on or about the Premises for the benefit of, at the 
request of, or by Tenant. 


ce may be ‘evidenced: by. 
allments, only the amount 
y partial year) and interest 
nnual taxes and assessments 


D. Tenant’ shalt: pay- prior: to delinquency all taxes assessed against and levied 
upon trade fixtures, furnishings,-equipment and all other personal property of Tenant 
contained in, on or about the Premises or elsewhere, When possible Tenant shall cause 
Said trade fixtures, furnishings, equipment and all other personal property to be assessed 
and billed Separately from the real or personal Property of Landlord. 


E. Failure of Tenant to pay any of the charges required to be paid under 
this Paragraph 15 shall constitute a default under the terms hereof in like manner as 
failure to pay rental when due. 


16. UTILITIES AND SERVICES 


Tenant shall be responsible for and shall pay promptly, as the same become due 
and payable, all charges for water, sewer rental, gas, electricity, telephone, refuse 
pickup, janitorial service and all other utilities, materials and services furnished directly 
to or used by Tenant in, on or about the. Premises during the term of this Lease, 
together with any taxes thereon. Landlord shall not be liable in damages or otherwise 
for any failure or interruption of any utility service or other service furnished to the 
Premises, except that resulting from the negligence or willful misconduct of Landlord, 


and no such failure or interruption shall entitle Tenant to terminate this Lease or 


withhold rent or other sums due hereunder. 
17. BUILDING MAINTENANCE 


Landlord shall keep in good order, condition and repair the structural parts of 
the building which structural parts include only the foundation exterior walls (excluding 
the interior of all walls and the exterior and interior of all windows, doors, plateglass, 
showcases and interior ceiling), roof and subflooring of the Premises, except for any 
damage thereto caused by negligence of Tenant or of Tenant's agents, employees or 
invitees, or by reason of the failure of Tenant to perform or comply with any terms, 
conditions or covenants in this Lease, or caused by alterations, additions or improvements 
made by Tenant or Tenant's agents, employees or contractors. It is an express condition 
precedent to all obligations of Landlord to repair and maintain that Tenant shall have 
notified Landlord in writing of the need for such repairs or maintenance. 


18. TENANTS OBLIGATION TO REPAIR AND MAINTAIN 
ern eteee AND MAINTAIN 


A. Tenant shall at all times clean, keep and maintain in good order, condition 


and repair the Premises and every part thereof, including without limitation all plumbing. 


and. sewage facilities within the Premises, fixtures, interior walls, floors, ceilings, 
windows, store front, doors, entrances, plateglass, showeases, skylights, all electrical 
facilities and equipment, including without limitation lighting fixtures, lamps, fans and 
any exhaust equipment and systems, any automatic fire extinguisher equipment within 
the Premises, electrical motors and all other applicances and equipment of every kind 
and nature located in, upon or abcut the Premises, exce yt as to such maintenance and 

air which is the obligation of Landlord h reunder., All glass, both interior and 
exterior, is at the sole risk of Tenant, and any »roken glass shall promptly be replaced 
by Tenant at Tenant's expense with glass of th: same kind, size and quality. Tenant 
shall obtain heating, ventilating and sir conditioning systems preventive maintenance 
contract with bi-monthly service, which shall be subject to the reasonable approval of 
Landlord and paid for by Tenant, which shall provide for and include without limitation 
replacement of filters, oling and lubricating of machinery, parts replacement, adjust- 
ment of drive belts, oil changes and other preventive Maintenance; provided, however, 
that Tenant shall have the benefit of all warranties available to Landlord regarding 
the equipment in said systems. Tenant waives the provisions of Section 1941 ani 1942 
of the California Civil Code and any similar or successor law regarding Tenant's right 
to make repairs and deduct the expenses of such repairs from the rent due under this 
Lease. 

B, Uniess the same is caused by the, negligence or willful misconduct of 
Landlord, Landlord shall not be liable to Tenant or to any other ‘person for any damage 
occasioned by a failure in any utility system or by the bursting or leaking of any 
vessel or pipe in or about the Premises, or for any damage occasioned by water coming 
into the Premises or arising from the acts or neglect of occupants of adjacent property, 
or the public. 


i 19. FIXTURES . 


Tenant shall, at its own expense, provide, install and maintain in good condition 
all trade fixtures and equipment: required in thé conduct of its business in the Premises. 


All fixtures and improvements: other than Tenant's trade fixtures and equipment which 


** and except for all equipment, facilities, or items under warranty to the 
Landlord. Landlord shall obtain warranties for all plumbing and electrical 
equipment and facilities, to the extent such warranties are available. 


are installed or constructed upon or attached to the Premises by either Landlord or 
Tenant shall become a part of the realty and belong to Landlord. If Tenant is not 
then in default, Tenant may, at the termination of this Lease or at any other time, 
remove from the Premises all trade fixtures, equipment and other personal property 
not permanently affixed to the Premises. Upon said removal, Tenant shall restore the 
Premises to its original condition at the time of occupancy. 


20. LIENS 


Tenant hereby indemnifies and agrees te hold Landlord free and harmless from 
all liens, claims and demands arising out of any work performed or materials supplied 
in, on or about the Premises by or on behalf of Tenant, its agents, employees or 
contractors. Tenant shall cause any such lien imposed to be released of record by 
payment or posting of a proper bond within ten (10) days after imposition of the lien 
or upon written request by Landlord. 


21. LANDLORD'S RIGHT TO ENTER THE PREMISES 


Tenant shall permit Landlord and its agents to enter the Premises at all reasonable _ 
times to inspect the same, to post notices of nonresponsibility and similar notices and 
"For Sale" signs, to submit the Premises to prospective purchasers, to make necessary 
alterations, additions, improvements or repairs, to discharge Tenant's obligation here- 
under when Tenant has failed to do so within a reasonable time after written notice 
from Landlord, and at any reasonable time within one hundred end eighty (180) days 
prior to the expiration of this Lease or any extension thereof, to place upon the Leased 
Premises ordinary "For Lease" signs and to submit the Premises to prospective tenants. 
whe above rights are subject to reasonable security regulations of Tenant. Landlord 
shall not post eny such notices or signs, as set forth above, without the prior 
written consent of Tenant, not to 22, SIGNS be unreasonably withheld. 

Landlord shall provide for Tenant a sign location on the Premises. Tenant shall¢ _ 
have no right to maintain a sign in any other location in, on or about the Premises 
and shall not display or erect any other sign, display or other advertising material that/ 
is visible from the exterior of the Premises. The size, height, design, color and other 
physical aspects of the sign shall be subject to the Landlord's approval, prior to 
installation. The cost of the sign and its maintenance shall be Tenant's solej expense. 


23. LANDLORD'S INSURANCE |®°° *° 


held. 


A. During the term of this Lease, Landlord shail maintain at its expense 
Personal Injury and Property Damage Insurance with combination single limit coverage 
of not less than One Million Dollars ($1,000,000.00) and Fire and Extended Coverage 
Insurance covering the Premises, excluding coverage of improvements or fixtures 

_ installed by or on behalf of Tenant or equipment, furniture, trade fixtures or other 
personal property of Tenant located in, on or about the Premises. Tenant shall 
reimburse Landicrd for the cost of said Fire and Extended Coverage Insurance in the 
amount of TWO THOUSAND EIGHT HUNDRED EIGHTY AND NO/10 
($ 2,880.00== DOLLARS per year payable monthly in advance, as a 
portion of the rent pore te Landlord as defined in Subparagraph 4A hereof, in the 

TWO HONDRED FORTY AND NO/100 : 


DOLLARS per month, 


B. If Landiord’s cost of said Fire and Extended Coverage Insurance is increased 
after the commencement of the term hereof due to an increase in the rates for said 
insurance or due to an increase in the valuation of the Premises or their replacement 

*’ gost, ‘Tenant ‘Shall pay the‘ Landlord such increase within ten (10) days of notice of .. 
such increase. 


eS ah, y 24. TENANT'S INSURANCE ae 
nnn Bodily Initial 
A. Tenant shail, at its own expense, maintain in full] force and effect Sard} Pe 
times during the Lease term a policy or policies of—Persenet Injury and Property/{ ‘ 
Damage Insurance naming Landlord as an additional insured, which will insure Tenant \ 
'" and Landlord against any and all liability for injury to or death of any person(s) and 
‘'* damage to property with respect to the Premises or arising out of ‘the use, maintenance, 


ee = ene ll a tN a a ee a I 


fica move than once | f originul teria or during any renewal 


occupancy or condition of the) Premises, with/ combined single limit coverage of not 
less than One Million Dollars{($1,000,000.00)./ The limits of such insurance shall not 
limit the liability of Tenant. »during the/term of this Lease Landiord determines 
.that the amount of such coverage in not adequate, Tenant agrees to increase said 
coverage, to such reasonable amount as Landlord shall deem adequate within thirty (30) 
days offLandlord's notice of such requirements. 
during'the remainder of each such term 
B. During the Lease term Tenant shall, at its own expense, maintain in full 

force and effect on all the merchandise, fixtures, equipment and leasehold improvements 
installed by Tenant in, on or about the Premises, a policy or policies of fire and 
all-risk coverage casualty insurance with a sprinkler leakage endorsement ené—en 

$ attache .nsuring the same for the full replacement value thereof. 
As long as this Lease is in effect, the proceeds from any of such policies shall be 
used for the repair or replacement of such items so insured. Landlord shall have no 
interest in the insurance upon Tenant's merchandise, equipment, fixtures or leasehold 
improvements installed by or at the expense of Tenant. In the event that Tenan 
shall make any permitted alterations, additions or improvements to the Premises, Tenan 
agrees to insure the same against casualty loss as provided in this Paragraph. It is 
expressly understood and agreed that during the term of this Lease Landlord shall have - 
no obligation to insure any alterations, additions or improvements to the Leased Premises 
installed by Tenant, or at Tenant's expense nor shall Landlord be required under any 
provisions for reconstruction of the Premises to reinstall any such alterations, im- 
provements or additions. 


Initia! 


Cc. All such insurance shall be in a form satisfactory to Landlord and shall 
im n D@ carried with companies that have a general policy holder's rating of not less than 
Bt" ux end a financial rating of not less than Class "X" in the most current edition of 
Best's Insurance Reports; shall provide that such policies shall not be subject to 
cancellation or change except after at least thirty (30) days’ prior written notice to 
Landlord; and the policy or policies, or duly executed certificates for them, tegzeth-~ 
i iss ile e i sreurr shall be deposited with ° 
Landlord prior to the time Tenant enters into possession of the Premises, and upon 
renewal of such policies, not less than thirty (30) days prior to the expiration of the 
term of such coverage. If Tenant fails to procure and maintain the insurance required 
hereunder, Landlord may, but shail not be required to, order such insurance and Tenant 
shall pay the cost and expense of same upon demand. 


Initial 


D. Tenant agrees that it will not at any time during the term of this Lease 
keep anything or do anything in or about the Premises which will in any way tend to 
increase the insurance rates upon the Premises. Tenant agrees to pay to the Landlord 
forthwith upon demand the amount of any increase in premiums for insurance against 
loss by fire that may be charged during the term of this Lease on the amount of 
insurance to be carried by landlord on the Premises resulting from the foregoing or 
from Tenant doing any act in or about said premises which does so increase the 
insurance rates, whether or not the Landlord shall have consented to such act on the 
part of Tenant. 


E, Tenant shall hold harmless, indemnify and defend Landlord from all 
liability, penalties, losses, damages, costs, expenses, cause of action, claims or judgments 
arising by reason of any injury to or death of any person or damage to property of 
any person inleuding without limitation, Tenant and Tenant's agents, employees and 
invitees, from any cause or causes whatsoever (other than the negligence or willful 
misconduct of Landlord) occurring in, on or about the Premises during the term of 
this Lease or any extension thereof. . 


Ry 25. WAIVER OF SUBROGATION 


; Landlord and Tenant each hereby waive any and all tights of recovery against 
‘the other or against the officers, employees, agents and representatives of the other, - 
on account of loss or damage occasioned to suci, waiving party for its property or the 
Property of others under its control to the extent that such loss or damage is insured 
against under any insurance policies which either may have in force at the time of: 
Such loss or damage. Tenant shall, upon obtaining policies of insurance required . 

hereunder, give notice to.the insurance. carrier that the foregoing mutual waiver. of, 
' “" subrogation is contained in this Lease and Tenant Shall cause each insurance policy - 
‘obtained by it to provide that the insurance company waives all right of recovery. by -~ : 
way of subrogation against either Landlord or Tenant in connection with any damage 
covered by such policy. 


26. DAMAGE OR DESTRUCTION 


A. If the Premises are damaged or destroyed, Landlord shall repair the 
Premises inless it has the option to terminate this Lease as provided herein and it 
“elects to so terminate. Landlord shall have the option to terminate this Lease in the 
event any of the following occur: 


L The building(s) which is located on the Premises is destroyed or damaged 
by fire or other casuaity insured against by Landlord's fire and casualty 
insurance then in force to the extent of thirty-three and one-third percent 
(33 1/3%) or more of the replacement cost thereof; 


The building(s) which is located on the Premises is damaged or destroyed 
to any extent whatsoever as @ result of any flood, earthquake, act of 
war, nuclear reaction, nuclear radiation or radioactive contamination or 


from any other casualty not covered by Landlord's fire and casualty 
insurance then in force. 


immediately notify Tenant in writing and as soon as possible, but not later 
any of the above events occurs, Landlord may terminate this Lease by giving 
Tenant written notice of its election to terminate within thirty (30) days after suc’ 
damage or destruction, in which event this Lease shall terminate as of the date Tenant 
receives such notice. If any of the above events occurs and Landlord elects not t 
andiord shally within ninety (90) days following the date of such 
damage or destruction commence repair of the Premises and thereafter prosecute the 
same diligently to completion, in which event this Lease will continue in full force 
and effect, provided, however, if the premises are not made substantially and reasonably 
‘enantable within 270 days from the date’of the casualty, Tenant may, be written notice to Landlor 
ancel this less«B, Landlord's obligation (should it elect or be obligated to repair or oe 
nd same shall ve limited toWthe basic builaing and the Tenant Improvements construct 
hall be Landlord, and Tenant shall at its own expense forthwith replace or fully repair all 
hereafter trade fixtures, equipment and other improvements installed by Tenant and existing at 
ull and the time of such damage or destruction. All insurance proceeds payable under Landlord's 
oid, Fire and Extended Coverage Insurance provided for in Paragraph 23 shall be payable 
solely to Landlord and Tenant shall have no interest therein, except to the extent 
proceeds are paycble to Terant for damages pursuant to that insurance policy. 
Cc. In the event of any damage or destruction to the Premises which does 
not result in a termination of this Lease, the rent and other sums payable hereunder 
Shall be temporarily abated proportionately with the degree in which Tenant's use of 
the Premises is impaired by such damage of destruction commencing from the date 
of such damage or destruction and continuing during the period required by Landlord 
to complete its repair and restoration of the Premises. Tenant shall not be entitled 
to any compensation or damages from Landlord for loss of the use of the Premises, 
. damage to Tenant's personal property or any inconvenience occasioned by such damage, 
repair or restoration, \Tenant. hereby waives the provisions of Section 1932, Subdivision 


2, and Section 1933, Subdivision 4, of|. the California Civil Code, and the provisions of 

any similar law hereinafter enacted. junless the loss of use, damage, or inconvenience | 

was caused, in whole or in part, Landlord's negligence or willful disregard in 

fulfilling its resporsibilitie?7. CONDEMNATION nitial 

hereunder. a C# 
A. If title to all of the Premises or so much thereof be taken for any publi ooh 

or quasi-public use under eny statute or by right of eminent domain, or by privaté 7 

purchase in lieu thereof, so that a reasonable amount of reconstruction of the Premises ° 

will not result in the Premises being reasonably suitable for Tenant's continued occupancy 

for the uses and purposes:.permitted by this Lease,.this Lease shall terminate as of 

the date that possession of the Premises or part thereof be taken. 
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B. If any part of the Premises shall te so taken and the remaining part. 
“ thereof (after reconstruction of the then existing building in which the Premises are 
located) is reasonably suitable for Tenant's continued occupancy for the purposes and 
uses permitted, by this Lease, this Lease shall, as to the part so taken, terminate as 
“of the date that possession of such part of the Premises be so taken and the rental 
and other sums: payable hereunder shall be reduced in the same proportion that the 

- flooz:iarea: ofithe portion of thePvemises so taken (less any addition thereto by tteason-c:. 

of any reconstruction) bears to the original floor area of the Premises, and Landlord . 
Shall, at its ‘cwn cost and expense, make all necessary repairs or alterations to the 
building in which the Premises are located so as to make the portion of the building 
not taken a complete architectural unit and the remaining Premises a complete unit, 
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but such work shall not exceed the scope of the work done by Landlord in originally 
constructing said Premises. A proportionate Part of the rental and othe> sums payable 
hereunder shall be temporarily abated during such restoraticn if there is a substantial 
interference with Tenant's business. Each party hereto waives the provisions of Section 
1265.30 of. the California Code of. Civi) Procedure allowing either party to petition 


the superior court to terminate this Lease in the event of a partial taking of the 
Premises. 


Cc. No award for any partial or entire taking shall be apportioned, and Tenant 
hereby assigns to Landlord its interest in any award which may be made in such taking 
or condemnation, together with any and ail rights of Tenant now or hereafter arising 
in or to the same or any part thereof, provided, however, that nothing contained herein 
Shall be deemed to give Landlord any interest in or require Tenant to assign to Landlord 
any award made to Tenant for the taking of personal property belonging to Tenant, 
for the interruption of Tenant's business or its moving costs, or for the loss of goodwill. 
No temporary taking of the Premises shall terminate this Lease or give Tenant any 
right to any abatement of rent hereunder. Any award made to Tenant by reason of 
such temporary taking shail belong entirely to Tenant and Landlord shall not be entitled 
to share therein. Each party agrees to execute and deliver to the other all instruments 
that may be required to effectuate the provisions of this Paragraph. 


28. _ ASSIGNMENT AND SUBLETTING 
ESE EEUING 


A. Tenant shall not have the power to transfer, sublet, assign, enter into 
license or concession agreements, change ownership, mortgage or hypothecate the Lease 
or the Tenant's interest in this Lease or in and to the Premises without the prior 
written consent of Landlorj, which consent shaii not be unreasonably withheld. Any 
attempted or purported transfer of this Icase, or the Tenant's interest in this lease 
or in and to the Premises without Landlord's prior written consent shall be void and 


‘confer no rights upon any third person and at Landlord's election shall constitute a 
default. ** 


B. Each assignment, sublease or other act set out in Subparegraph 28A above, 
or similar act, to which Landlord has consented shall be by an instrument in writing 
in form satisfactory to Landlord, and shall be executed by all parties to the transaction. 
Each assignee shall agree in writing, for the benefit of Landlord, to assume, to be 
bound by and to perform the terms, conditions and eovenants of this Lease to be 
performed by Tenant. Notwithstanding anything coniained herein, Tenant shall not be 
released from personal liability for the performance of each term, condition and 
covenant of this Lease unless Landlord specifically consents to such release in writing. 
One executed cepy of such written instrument shall be delivered to Landlord. 


Cc. Consent by Landlord to any such assignment or subletting shail not be 
deemed a consent to any subsequent assignment or subletting. 


29. DEFAULT 


A. Upon the "Event of Default" (as defined herein), Landlord shall have the 
follewing remedies, in addition to ail other rights and remedies provided by law or 
otherwise provided in this Lease, to which Landlord may resort cumulatively or in the 
alterne tive: - 


L Landlord can continue this Lease in full force and effect, and the Lease 
will continue in effect as long ay Landlord does not terminate Tenant's 
right to possession, and Landlord shall have the right to collect rert when 
due, During the period Tenant is in default, Landlord can enter the 
Premises and relet them, or any part of them, to third parties for Tenant's 

“account. Tenant shall be liable immediately to Landlord to all costs 
Landlord incurs in reletting the Premises, including, without limitation, 
broker's commissions, expenses of remodeling the Premises required by 
the reletting and like costs. Reletting can be for a period shorter or 
longer than the remaining term of this Lease. Tenant shall pay to Landlord 
the. rent and other sums due under this Lease on the dates the rent is 
due, less the rent and other sums Landlord receives from any reletting. 
No act by Landlord allowed by this paragraph shall terminate this Lease 
unless Landlord notifies Tenant in writing that Landlord elects to terminate 
this Lease. 


**Notwithstanding the foregoing, Tenant Say assign or sublet its interest hereunder to 

its parent corporation or a corporation having a common parent with Tenant, provided th 

Tenant shall (a) serve prior written notice of such assignment on Landord, and (b) reza 

liable hereunder, and such assignee of Tenant shall make comparable use y4h" premiss 
L 


for the purposes Permitted hereunder. 44 
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Landlord can terminate Tenant's right to possession of the Premises at 
any time. No act by Landlord other than giving written notice to Tenant 
Shell terminate this Lease. Acts of maintenance, efforts to relet the 
Premises or the appointment of a receiver on Landlord's initiative to 
Protect Landlord's interest under this Lease shall not constitute a termina- 
tion of Tenant's right to possession. On termination, Landlord has the 
right to remove all personal property of Tenant and store same at Tenant's 
cost and to recover from Tenant as damages: 


a. The worth at the time of award of unpaid rent and other 
sums due and payable which had been earned at the time 
of termination; plus 


b. The worth at the time of award of the amount by which 
the unpaid rent and other sums due and payable which would 
have been payable after termination until the time of award 
exceeds the amount of such rental loss that Tenant proves 
could have been reasonably avoided; plus 


¢. The worth at the time of award of the amount by which 
the unpaid rent and other sums due and Payable for the 
balance cf the term after the time of award exceeds the 
amount of such rental loss that Tenant proves could be 
reasonably avoided; plus 


d. Any other amount necessary to compensate Landlord for 
all the detriment proximately caused by Tenant's failure to 
perform Tenant's obligations under this Lease, or which in 
the ordinary cours. of things would be likely to result 
therefrom, including but not limited to any costs or expenses 
incurred by Landlord (i) in retaking possession of the premises, 
including reasonable attorneys’ fees therefor, (ii) maintaining 
or preserving the premises after such default, (iii) preparing 
the premises for reletting to a new tenant, including repairs 
or alterations to the premises for such reletting, (iv) leasing 
commissions or (v) any other costs necessary or appropriate 
to relet the premises; plus 


e. At Landlord's election, such other amounts in addition 
to or in lieu of the foregoing as may be permitted from 
time to time by the laws of the State of California. 


The "worth at the time of award" of the amounts referred to in Subparagraphs 
2a and 2b of this Paragraph is computed by allowing interest at the rate of ten percent 
(10%) per annum, or the maximum allowable rate, whichever is greater, on the unpaid 
rent and other sums due and payable from the termination date thru the date of award. 
The "worth at the time of award" of the amount referred to in Subparagraph 2c of 
this Paragraph is computed by discounting such amount at the discount rate of the 
Federal Reserve Bank of San Francisco at the time of award plus one percent (1%). 


B. At the option of Landlord, a breach of this Lease shall exist if any of 
the following events (severally "Event of Default" and collectively "Events of Default") 
shall occur when: 
L Tenant shall have failed to pay Rent, Real Property Insurance, 

Outside Area Expenses, Real Estate Taxes, Real Property 

. Insurance, or. Personal Property Taxes, or any other charge 

imposed herein when due and such failure shall not have .. 

been cured within ~ ays aiter the same s ave 
become due; provided, however, that Tenant may cure said 

‘default at any time prior to a termination of this Lease by 

Landlord or a re-entry by Landlord by paying all rents and 

‘'.: Cother- expenses or‘charges then due together with ten percent 

(10%) interest per annum, or the maximum allowable rate, 

‘whichever is greater, on the total amount then due, from 

the date said amount became due through the date of 

payment, inclusive. 


Tenant shall have failed to perform any term, covenant e¢ 
condition of this Lease except those requiring the payment 
of money, and Tens-: she”! have fee? to mv Ser aAxuwt 
witaa Fifteen (is) Guys atsee weieten netios from Laadoed 
where such breach could reasonably be cured within said 
fifteen (15) day period; provided, however, that where such 
failure could not reasonably be cured within said fifteen (15) 
day period, that Tenant shall not be in default unless it has 
failed to promptly commence and thereafter continue to 
make diligent and reasonable efforts to cure such failure as 
soon as practicable; or 


Tenant shail have assigned its assets for the benefit of its 
creditors; or : 


The sequestration or attachment of or execution on any 
Substantial part of the property of Tenant or on any property 
essential to the conduct of Tenant's business shall have 
occurred, and Tenant shall have failed to obtain a return or 
release of such property within thirty (30) days thereafter, 
or prior to sale pursuant to such sequestration, attachment 
or levy, whichever is earlier; or 


Tenant shall have (i) failed to continuously and uninterrupted- 
ly conduct its business within the Premises or (ii) abandoned 
or vacated the Premises; or 


A court shall have made or entered any decree or order: 


@. other than under the bankruptcy laws of the United 
States; or 


.b. appointing a receiver, trustee or assignee of Tenant in 
bankruptcy or insolvency or for its property; or 


¢. directing the winding up or liquidation of Tenant and 
such decree or order shall have continued for a period of 
thirty (30) days. 


Cc The waiver by Landlord of any breach of any term, covenant or condition 
herein contained shall not be deemed to be a waiver of such term, covenant or condition 
or any subsequent beach of the same or any other term, covenant or condition herein 
contained. The subsequent acceptance of rent hereunder by Landlord shal not be 
deemed to be a waiver of any preceding breach by Tenant of any term, covenant or 
condition of this Lease, other than the failure of Tenant to pay the particular rental 
or other sum so accepted, regardless of Landlord's knowleus¢ of such preceding breach 
at the time of acceptance of such payment. No covenant, term or condition of this 
Lease shall be deemed to have been waived by Landlord unless such waiver be in 
writing signed by Landlord. 


30. SUBORDINATION 


This Lease is subject and subordinate to all ground or underlying leases, mortgages 
sand deeds of trust which now affect the Premises and te all renewals, modifications, : 
consolidations, replacements and extensions thereof; provided, however, if the. Lessor 
under any such lease or the Holder or Holders of any such mortgage or deed of trust 
Shall advise Landlord that they desire or require this Lease to be prior and superior 
thereto, upon written request of Landlord to Tenant, Tenant agrees to promptly execute, 
acknowledge and deliver any and all documents or instruments which Landlord or such 
Lessor, Holder or Holders deem necessary or desirable for purposes thereof. Landlord 
shall have the right to cause this Lease to be and become and remain subject and 
subordinate to any and all ground or underlying leases, mortgages or deeds af: trust 


‘ which may hereafter be executed covering the Premises or any renewals, modifications, : 2 


consolidations, replacements or extensions thereof, for the full amount of all advances 
made or ‘to be made thereunder and without regard to the time or character of such 
advances, together with interest thereon and subject to all the terms and provisions 
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thereof; and Tenant agrees, within ten (10) days after the Landlord's written request 
to execute, acknowledge and deliver upon request any and all documents or instruments 
requested by Landicrd to assure the subordination of this Lease; provided, however, 
that the foregoing pvovisions with respect to such election of subordination by Landlord 

. Shall not be effective unless the cwner or holder of any such mortgage, deed of trust | 
or the Lessor under any such leasehold estate shall execute with Tenant a non-disturbance 
and attornment agreement under which such owner, holder or Lessor shall agree to 
accept the attornment of Tenant upon the terms and conditions contained in this Lease 
for the then unexpired term hereof in the event of termination of such leasehold estate 
or upon the foreclosure of any such mortgage or deed of trust, if Tenant is not then 
in default. Notwithstanding anything to the contrary set forth in this paragraph, Tenant 
hereby attorns and agrees to attorn to any person, firm or corporation purchasing or 
otherwise acquiring the Premises at any sale or other proceeding or pursuant to the 
exercise of any other rights, powers or remedies under such mortgage or deeds of 
trust or ground or underlying leases as if such person, firm or corporation had been 
named as Landlord herein, it being intended hereby that if this Lease is terminated, 
cut off or otherwise defeated by reason of any act or actions by the owner or holder 
of any such morgage or deed of trust or the Landlord under any such leasehold estate, ‘ 
then, at the option of any such person, firm or corporation so purchasing or otherwise - 
acquiring the Premises, this Lease shall continue in full force and effect. 


31. NOTICES 


Any notice or demand required or desired to be given under this Lease shall be 
in writing and shall be personally served or in lieu of personal service may be given 
by mail in which later event such notice shall be deemed to have been given when 
seventy-two (72) hours have elapsed from the time when such notice was deposited in 
the United States mail, certified and postage prepaid, addressed to the party to be 

At the date of execution of this Lease, the addresses of Landlord and Tenant 
are as first above set forth; provided that from and after the date the term of this 
Lease commences the address of Tenant shall be the address of the Premises. Either 
party may change its address by giving notice of same in accordance with this paragraph. 


32. ATTORNEYS' FEES 


In the event either party shall bring any action or legal proceeding for damages 
for an alleged breach of any provision of this Lease, to recover rent, or other sums 
due, to terminate the tenancy of the Premises or to enforce, protect or establish any 
term, condition or covenant of this Lease or right of either party, the prevailing party 
Shall be entitled to recover as a part of such action or proceedings, or in a separate 
action brought for that purpose, reasonable attorneys’ fees and court costs as may be 
fixed by the court or jury. 


33. ESTOPPEL CERTIFICATES 
Tenant shall within thirty (30) days following request by Landlord: 


1. Execute and deliver to Landlord any documents, including estoppel certi- 
ficates as prepared by Landlord (i) certifying that this Lease is unmodified 
and in full force and effect or, if modified, Stating the nature of such 
Modification and certifying that this Lease, as so modified, is in full 
force and effect and the date to which the rent and other charges are 

paid in advance, if any, and (ii) acknowledging that there are not, to ‘ 
Tenant's knowledge, any uncured defaults on the part of Landlord here- 

under, or if there are uncured defaults on the part of the Landlord, stating i 

and (iii) evidencing the status of the ' 
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eonsistenth-applied, Tenant's failure to deliver an estoppel certificate 

within thirty (30) days after delivery of Landlord's request therefor shall 

be conclusive upon Tenant (i) that this Lease is in full force and effect, 

without modification except'as may be represented by Landlord, (ii) that 

there are now no uncured defaults in Landlord's performance and (iii) that 

nho_ rent has been paid in advance. 
with a copy also being sent to Robert J. Salomon, Warner Communications, Inc., 75 Rockefeller 
Plaza, New York, N.Y. or such other address as Tenant may from time to time give notice to 
Landlord. 
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34. TRANSFER OF THE PROPERTY BY LANDLORD 


In the event of any conveyance of the Premises and assignment by Landlord of 
this Lease, Landlord shall be and is hereby entirely freed and relieved of all liability 
under, any and all of its covenants and obligations contained in or derived from this 
Lease occurring after the consummation. of such conveyance ‘assignment so long as 
Landlord's successor agrees and covenants to assume all of Landlord's obligations under 
this Lease occurring after the consummation of such conveyance assignment. 


35. GENERAL 


A. The captions used in this Lease are for the purpose of convenience only 
and shall not be construed to limit or extend the meaning of any part of this Lease. 


B. Any executed copy of this Lease Agreeement shall be deemed an original 
for all purposes. 


Cc. Time is of the essence for the performance of each term, condition and 
covenant of this Agreement. r 


D. In case any one or more of the provisions contained herein, except for 
the payment of rent, shall for any reason be held to be invalid, illegal or unenforceable 
in any respect, such invalidity, Hegality or unenforceability shall not affect any other 
provision of this Lease, but this Lease shall be construed as if such invalid, illegal or 
unenforceable provision had not been contained herein. This lease shall be construed 
and enforced in accordance with the laws of the State of California. 


E. The language in all parts of this Lease shall in all cases be construed as 
a whole according to its fair meaning and not strictly for or against either Landlord 
or Tenant. When the context of this Lease requires the neuter gender includes ithe 
masculine, the feminine, a partnership or corporation or joint venture, and the singlular 
includes the plural. 


F. ‘The covenants and agreements contained in this Lease shall be binding 
on the parties hereto and on their respective successors and assigns (to the extent this 
Lease is assignable). 


G. The waiver of Landlord of any breach of any term, condition or covenant, 
of this Lease shall not be deemed to be a waiver of such provision or any subsequent 
breach of the same or any other term, condition or covenant of this Lease. 


36, LANDLORD'S RIGHT TO PERFORM TENANT'S COVENANTS 


If Tenant shall at any time fail to make any payment or perform any other act 
on its part to be made or performed under this Lease, Landlord may, but shall not be 
obligated to and without waiving or releasing Tenant from any obligation of Tenant 
under this Lease, make such payment or perform such other act to the extent Landlord 
may deem desirable, and in connection therewith, pay expenses and employ counsel. 
All sums so paid by Landlord and all penalties, interest and costs in connection therewith 
shall be due and payable by Tenant on the next day after any such payment by Landlord, 
together with interest thereon at the rate of ten percent (10%) per annum, or the 
maximum allowable rate, whichever is greater, from such date to the date of payment 
thereof by Tenant to Landlord plus collection costs and attorneys’ fees. Landlord shall : 
have the same rights and remedies for the non-payment thereof as in the case of 

‘default in the payment of rent. 


37. OTHER TERMS AND CONDITIONS 


The "Addendum One" attached hereto containing Paragraphs 40 through 47 
is a part of this Lease and incorporated herein by reference. 


» aye 38. ENTIRE AGREEMENT 
’ This Lease and the Exhibits and Addendums, if any, attached hereto is the entire" °°. 
. Agréement.between the Parties, and there are no agreements or representations between .:;.: }). ¢ 
the Parties except as expressed herein. Except as otherwise provided herein, no 
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subsequent change or addition to this Lease shall be binding unless in writing and 
signed by the Parties hereto. 


THIS LEASE is effective as of the date the last signatory necessary to execute 
the Lease shall have executed this Lease. 


TENANT: ATARI, INC., @ wholly 
owned subsidiary of 
~Warner Communications, Inc. . 
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LANDLORD: HUMBOLDT COURT ASSOCIATES 
SEVEN, a Californie 
General Partnership 


ADDENDUM TO THAT CERTAIN LEASE AGREEMENT, DATED July , 1980, 
BY AND BETWEEN HUMBOLDT COURT ASSOCIATES SEVEN, LANDLORD, AND 
ATARL, INC., TENANT, FOR THE PREMISES LOCATED AT 1196 BORREGAS 

- AVENUE, SUNNYVALE, CALIFORNIA. 


40. PLANS AND SPECIFICATIONS 


Landlord has retained V. C. Wong & Associates, Inc., as architect, 
for completion of the working architectural and engineering plans and 
specifications for the Tenant Improvements to he constructed on the 
Premises in accordance with Paragraph 41 hereof. Landlord and Tenant 
shall diligently assist said architect in the completion of the Plans 
and Specifications. Landlord and Tenant agree that said plans shail 
be executed by the parties hereto and attached to this Lease as 
Exhibit “B". Said Plans and Specifications shall be known as the 
“Approved Plans”. 


It is understood that Tenant Improvements shall be designed and 
constructed as the Tenant shall see fit as his direction, and shall 
meet the needs of the Tenant. V. C. Wong & Associates, Inc., shall 
cooperate fully with the Tenant in this endeavor. 


41. CONSTRUCTION OF TENANT IMPROVEMENTS 


As a condition precedent to the commencement of this Lease and 
Tenant's obligations hereunder, Landlord shall complete, at Landlord's 
sole cost and expense, in a good and workmanlike manner, construction 
of.the Tenant Improvements to a maximum of $596,000.00, including 
those Tenant Improvements installed by Landlord concurrently with 
project shell construction in the amount of $196,633.00. 


The Tenant Improvement costs shall include, but not be limited to: 


a) All costs of preliminary and final architectural and engi- 
neering plans and specifications, for the Tenant Improve- 
ments, and engineering costs associated with completion 
ef State of California energy utilization calculations 
under Title 24 legislation; 


All costs of obtaining building permits and other 
necessary authorizations from the City of Sunnyvale 
and the State of California; 


All costs of interior design and finish schedule Plans 
and Specifications including as-built drawings; 


All direct and indirect costs of procuring and installing 
Tenant Improvements in the Premises, including the cost 

of all on-site supervisory and administrative staff, 
office, equipment and temporaxy services rendered ~° Land- 
lerd's contractor in connection with construction of the 
Tenant Improvements; 


All fees payable to Landlord's architectural and engineer- 
ing firm if it is required by Tenant to redesign any portion 
of the Tenant Improvements following Tenant's approval of 
the Approved Plans. 


In no event shall the Tenant Improvements include any costs of 


procuring or installing in the Premises any trade fixtures, equipment, ~ — 


furniture, furnishings, telephone equipment or other personal property 
to be utilized in the Premises by Tenant.' In the event the final cost 
of the Tenant’ Improvements are more or less than $596,000.00, then 

the monthly Base Rental provided for in Paragraph 5. hereof shall be 
increased or decreased, as the case may be, by a factor of $15.50 

per month for each $1,000 of Tenant Improvement costs, but in no 

event shall Landlord pay more than $642,000.00 toward said costs. 

Any such excess costs shall be paid by Tenant. 
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Tenant shall receive the benefit of all warranties provided 
to Landlord by Landlord's contractor, subcontractors, and material~ 


men. 
_ * (not to exceed prime rate 
42. REVISIONS TO PLANS AND SPECIFICATIONS | Plus two (2) points) 
REVISIONS TO PLANS AND SPECIFICATIONS 


No substantial revisions to the “Approved Plans" shall be made 
by either party unless approved in writing by Landlord and Tenant. 
Landlord agrees to make all changes; (i) required by any public 
agency, to conform with governmental regulations, (ii) requested 
in writing by Tenant and approved in writing by Landlord which 
approval shall not be unreasonably withheld. Tenant shall ‘pay 
Landlord an amount equal to all of Landlord's costs related to said 
changes if in excess of $642,000.00. Such amount shall be billed toc] 
Tenant by Landlord with appropriate documentation in the form of a 
construction requisition on AIA form from the contractor for con- 
struction work in place, and shell be Paid by Tenant. within ten 
(10) days of receipt cf invoice. Landlord's cost related to the 
change shall include without limitation the following; (i) all 
architectural, engineering and/or related design fees, filing and 
recording costs, (iii) all interest¥an any other related Ioan costs 
associated with Funds borrowed to Pay costs related to the change; 

; ’ ' 4 : 
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43. COMPLETION OF PUNCIILIST ITEMS 


Upon Landlord's delivery to Tenant of the Final Building Permit 

- and recorded Notice of Completion, Landlord and Tenant shall hold a- 
“walk through” of the Premises with Landlord's General Contractor 

and Architect. Landlord and Tenent shall mutually identify those 
items contained in the Approved Plans and Specifications not complet- 
ed by Landlord's General Contractor and a "punchlist" of said items 
shall be developed. Landlord's General Contractor shall have ten (10) 
days from receipt of same to complete said improvements. Prior to 
acceptance of Premises by Tenant, the Architect must certify that 

the building and all Tenant Improvements and punchlist items have 
been completed in accordance with the Approved Plans and Specifications. 


44. LEASE COMMENCEMENT 


Tenant's obligations hereunder shall commence upon Landlord's 
recordation of the Notice of Completion and Landlord's deliverance 
of a Final Building Permit from the City of Sunnyvale to Tenant, 
and acceptance by the Tenant, which acceptance shall not be unreason- 
ably withheld. ee \ 


45. RENEWAL OPTION 


At the expiration of the original ten (10) year Lease term 
hereof. provided Tenant is not in default of any of the terms and 
conditions of this Lease, Tenant shall have an option to extend. this 
Lease for one renewal term of five (5) years. Such renewal shall 
be upen all of the terms and conditions herein, except that the 
monthly rental shall be the then existing rental, adjusted to reflect 
the percentage increase, if any, in the Cost of Living during the 
: Previous five.(5) year period (or the closest comparable periad. then... -.-. 
available and mutually acceptable) as measured by the Consumer Price 
Index, (All Urban Consumers, All Items) for the San Francisco-Oakland 
Metropolitan Area, published by the U.S. Department of Labor, Bureau 
of Labor Statistics which most closely approximates the index ‘speci- 
fied, shall be substituted. in place thereof. The option shall be 
‘exercised by Tenant giving: Landlord written notice of.:Tenant's?in=:t 2 Lt. 
tention to do so at least one hundred eighty (180) days prior ‘to the 
expiration of the initia] lease term. a i Has: 


In no évent shall the rental paid during the renewal period 


be less than that paid during the initial term nor increased by more 
than forty percent (40%). ; 
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46. RENTAL ADJUSTMENT 


. ' At the commencement: of‘the sixth (6th) year of the Lease 
term herein, the then existing rencal shall be adjusted to reflect 
the percentage increase, if any, in the cost of living during the 
previous five (5) year period (or the closest comparable 
period then available and mutually acceptable) as measured by the 
Consumer Price Index (All. Urban Consumers, All Items) for the 
San Francisco-Oakiand Metropolitan Area, published by the U.S. 
Department of Labor, Bureau of Labor Statistics. In the event 
the index specified above is either unavailable or is no longer 
published, the most comprehensive official index then published 
by the U.S. Departmen‘ of Labor, Bureau of Labor Statistics, or 
such similar index, which most closely approximates the index 
specified, shall be substituted. 


In no event shall the rental paid during the adjustment 
period be less than that paid during the previous five (5) 
year period nor increased by more than thirty (30%) percent. 


47. TENANT‘’S RIGHT TO PURCHASE PREMISES 


In the event that during the term of this Lease Landlord elects to 

sell the Premises, the Tenant shall have the option, solely within 
its discretion, to purchase the Premises on the same terms and 
conditions as Landlord offers the Premises for sale to third 
parties. Tenant's option to purchase the Premises shali expire 
thirty (30) days after receipt of notice from the Landlord that 
Landlord intends to sell the premises. Landlord shall provide 
Tenant with notice as specified in paragraph 31 of this Lease. 
Landlord’s notice shall set forth the purchase price, terms, and 
conditions of the prospective offer to sell to third parties. 
In the event that Tenant elects to purchase the Premises, Tenant 
shall notify Landlord prior to the expiration of said thirty day 
period by registered mail at the address set forth in Paragraph 1 
of this Lease. 
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~---—_______HUMBOLDT__courr . 


PREMISES 


A 45,709 sq.ft. two story research and development and light 
manufacturing building situated on 2.664 acres, commonly known 


as 1196 Borregas Ave., Sunnyvale, California 94086. 


TENANT IMPROVEMENTS 


Working drawings for the Tenant Improvements for the Premises. 
to be mutually agreed upon and executed by both Landlord and 
Tenant and shall be attached herete and made a part hereof. 


Tenant Improvements for the Premises at 


1196 Borregas Ave. 
Sunnyvale, California 94086. 


Initial 
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EXHIBIT “B” 


DECLARATION OF PROTECTIVE COVENANTS 
MOFFETT INDUSTRIAL PARK NO. 1 


THIS DECLARATION, mabe this 41m Gay of January, 1968, by LOFFETY PARK ASSOCIATES, @ partnership, the memberdal wbich, are Atzinson Deesiopmant Cucizery, 2 

California corporation, Ostrender Contisuetion Company, on Oregon Corporation, and A.A. Tripper, inc., a Nevade Corporation, 
. WiTWHESSETH: i 

WHEREAS Mottert Park Associates is the owner of that certain real property lucated in the City of Sunnyvale, County of Sante Clava, State of Calitornia, descrided 2% foluws 

(reseinatics called “tdolivit industrist Park No, 1”): 
Parcels 2, 3 and 4 a4 shown upon thai certain map entitled “Parcel ‘ap for: Guy F. Atkinson Company being 9 portion of Rancho Pastoria De Los Seresas, Cronman 

Sub. No. 2, ¥.4. Murphy Sub Neo. 3,” which map wes filed for cecord in the Olfice of the Recorder of the County of Sansa Clara, Stace of Calitornia, an September 13, 

1966, in Book 214 of Kags, at gages 20 through 23; 
snd 

WHEREAS Moltets Park Associotes proposes fo subdivide Moffett Industria! Park Bo. 1 and to subjeci it to the following cestrictions 

NOW, THEREFORE, Moffett Park Associates hereby declares that Moffett tadustriet Park Pio. 1 is and shall be he'd, Convey2d, encumbered, leased and wed subject te the foltaw- 
tg unilosm reArctions, covenants and equitable servitudes in lurtharance of a plan tor tha subdivision, improvement and sale thereof and to auhonce the value, Ceacadility and attrac. 
tiveness of Moffett Industcist Park Mo. 1, the sesivictions set forth herein shail run yitth the reah prooerty included within Lioffett Industrial shall be binding upon a persons having or 
acquiring any interest in such sei property or any part thereof, shall inure io the benalit of every portion of Mollet Industrial Park 1 and any interest therein and shall inure to 


the beneht of and be binding upon each successor in interest of Moffett Perk Asocisias and may te enforced by Hollett Perk Associa: Or its successors in interest or by amy Ovenay 
(65 detuned in Articte 1 below) oF his seccessors in interest. 


& GENERAL PROVISIONS. 
A. Delinitions 
1. “Architectusat Conteo! Committee” means MPA, of eny conrmittes which LAPA May appoint by an arpropiiats instrument recorded with the Sante Clara County 
Recorder. ' 


t 
2. “MPA” means (a) Moffett Perk Associates cr (b) Moffett Industriel Park No. 1 Owners Association upon the transtar of the rights and duties of Biolfett Park Asso 
Giates te such Association in accordance with Artitie Vill. 
“Lot” means each loi shown on the parcel or subdivision map, or mags for bioftert Indusiriat Park Ne. 1. 
“Site” means 2 parcel consisting either af » Lot, s portion of 3 Lot, contiquous Lots, or portions of contiguous Lots 
“Improvements” mers ait improvements to a Site including, but without lunitation, buildings, toading areas, tracka5e, parking creas, pavement, pclas, fences, land- 
aping, signs and structures of any type. 
“Building” means the main portion of any buiiding oF simiter structure and alt Projections of extensions thesaol, including Garages, outside platforms and docks. 
“Ovinar” maans the person oF persons, partnership ar corporation in whom title to 2 Site is vested, as shown by ihe official records of the Office of the County 


Recorder of Sante Clara County. “Gwnar” does cot mean MOrigayers, trustees and beneficiaries of deeds of wust or holdess of any indabiecuess secured by 2 
Morigays or deed of trust. 


Purposes of Restrictions 
The pusposs of these covenants, conditions and r2strictions is to i safe proper develapment and use of Matfett Industrist Park Ko. 1, to protect the Owner of each Site 
2jrinst such improper development and use of other Sites as will Copreciate the value of bis Site, to prevent the erection of Steuctures of wasuitable or inhermanicus design 
OF cunstruction, to secure and maintain sufficient setbacks trom sticets 2nd between siructures, to maintain Common Landscaping (as datined in Article V) and iat general 
to provide for @ high quality of improvemant of bivitett Industrial Park Me. 3 ia accordance with @ general gla. { : : : 

M1. REGULATION OF iMaPROVEMERNTS, 

A. Minimum Setback Lives : ‘ 

No tinprovernsnt shall be constructed upon any Site within fitry (59) feat of the right-of-way fins of any public street No Improvement other than landscaping, paving and 
feaces shall be consizveted wpoe any Site witha twenty (20) feet of any other Site. The Architectural Control Committee may approve lesser setback lings if in its opinion 
# vaQU0K would be Compatibis with the general evelopment ct Moffett ladusirist Park No. 1, 
Grovod Coverage 
We more thaa forty-fiwe per cent (45%) ef the surface of any Site shalt be covered with a Building oF Buildings. 
Consuuction Operations ’ 
Construction of ai} impeovenents shal! be expadiiad sw that mone shall remain in a partially fin: ed eundition any loner than reasonably necessary for the completion 
thereof, 


Excavation 

Ne excavation shali be made on, and no sand, gravel or suit shall be rc:noved from, eny Site, except in connection with the onstruction of improvements, and upon com- 
pletion thercol, eaposed apenings shal be dacklilied, and disturbed Gfound shall be graced, leveled and paved or landse: ped, 

Landscaping. 

Within ninety (30) days of the Gccupancy oF completion of any Building on a Site, whicheser occurs first, such Site shall b2 landscaped in accordance with plans epproved 
by the Architectural Controt Committes. The Owner of the Site sholl maintoin wach Landscaping in go0d order ond condition, 

Signs, 

No biliboard cr advertising signs shatt be permitted on any Site othice than these epproved by the Architectural Contro! Committes which identity the name, bussness and 

products of the parson ar fium occupying the Site or offer the Site for sole or lease. 

Parking Areas 

Each Site shall have 

which 


Loading Areas, 

All vehicie loading and valoading in connection with an Ovoner’s business shall be conducted upon his Site, and sufficiznt sp2ce shall be provided therefor. Loading Areas 

shall be screened from vite from streets and adjoining properties by a visual barnes not tess than six (6) feet in height. Except with the Prior written approval of the 

Aschitecturai Control Commirtee, loading areas shail not be located between any Building and any street or any closer than seventy-five (75) feet te the right-of-way line of 

‘any street. 

Storage Arean 

Ne materials, supplies equipment or trash contsiners shall be stored on a Site except inside a Building or behind a visual barriar not less than six (6) foet in height er rising 

two (2) feet above the stored materials, supplies oF equipment, whichever is highzr, screening such storage areas trom vive from strsets and adjoining Sites. Except with the 

Brion written approval of the Architectural Control Commitiee, sturage areas sha!l not be located between any Building and any strest. 

Building Regetetions - - i 

Al Buridings shail be constructed and mawitained in accordance with the following standards unless an exception is apploved in we. ting Dy the Architectural Control Com 

mittee: . 

1 Exterior watis shall be of masonry, concrete or approved eque! material. 

2. Exterior walls shalt be psinted or otherwise finished in a manner acceptable to the Architectural Controt Commities, Exterine walls shall not be repainted oF re 
finished unless and unt the Archiiectural Control Committee shall have approved the color oF selinishing materiah to be used, : 

3. 


All Buildings shall be maintained in good order and repair and condition. All exterior painted surfaces shali be maintained in fiest-clais condition and shall be re 
painted at least once every five (5) years. 


All eiectrical, telephone and other utility lines shaft be underground and shall not be exposed on the exterior of any Building 


4 
5. All eleetvical and mechanical apparsiut, equipment, fixtures (other than fiyhteng lixtusatd conduit, ducts, vents, flues and pipes located om the exterior Bf any Budding 
shail be concealed trom view and shall be architecturally treated in a manner acceptadie to the Architectural Control Commities. 


APPROVAL OF PLANS. ; 


No improvement shall be erected, placed; altered, maintained or Permitied to rfmain on any Sue vatil plans and Speciticati sng showing plot layout and all erteripe elevations, 
With eters and colors therefor and structural design, sys and landscaorny slialt have been submitted to and approved in Writing by the Architectural Conteo! Commuttes, Such 
Blans ond specifications shall be submitted on wri ing Over the signature of the Cwwner of the Site oF hus authored agent. Approval stall be based, anrang other things, on adequacy 
Of Site demonsions; adquacy of structural design; effect of lucation end use of improvements o@ agighboring Sites; improve torts, Operations, avd uses, relation of topography, 
G72de, and tithed ground elevation of the Site being improved to that of ne ghburing Sites, proper toewng of G' nA elevation with respect to nearby Streets, aod conformity of the 
p! id sprcilicotvians to the purpose and veneral plan and mtent of this Meclacation. The Architectural Cont of Commitee shall wat ardutrarity oF unreasonably withhold its 

ey pe 4 such plans ond speciticatums I the Architectural Control Connnottee tails evther tu eyprove or Giseprprove such pions and specications within thirty (30) days alter 
the sure have Deen subsmitted to it, it shall be Concluively presumed thot the Architectural Contra! Comeautter has approved suid plans and specilications, wbisci, however, to 
the sesinictivms contained in Articles Hi and IV hereol 

Neither the Architectural Control 

Of misteke ia ju 


Catg of isswance of ab vilding permit by municipal of other gueernmentst 
Purchacers and encumbrances in 500d forth and for value, 20 deemed ta te in compliance with a provinons 
McOImylelion, executed Dy the Archvtecturat Contral Cun shall egperw of record in the Ottice of the 
gt SNM Dive Deen sastiuied to enlurce Comphance of camp! 
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IV. REGULATION OF OPERATIONS AND USES. 
A. Pesmitted Opesstions and Uses 


- 1. Except as provided in parayaphs B and C below, arty industrial use will be Frinitted un a Site incl cing, but withyut Kmitiion, fianufacturing, processing, storaze, 
wholesale, oflice, tadorstery, professional and reworch and Cevelapinsat, Such retail uses as May be secuited for the couvenience of Owns ond thei eraylo seas shalt 


» be permitted op Parcels 3 end 4 ol Matlet: Industeial Pack fo. 1 and such retail uses may include, but withuut WON, Festauianis, Crug stores, barber and teeuty. - - 


shops, ‘shoe fzpai shops, cleaners, riotels, post offices, bends, and autumohte service stativis, In NO event shall totuil use be permitted on Parcel 2 of Lloffert be 
dustrial Park Mo. 1. Such municizal, governmentel arid public utility uses as fay be necessary of approprista shag be permitiod. : 
Probidited Operations and Uses | 
No Site shall be used as a junk yard, stock yard, of slaught»+ yard or fur commercial excavation of building of conztruttion materists, fat renderirg oF distillation of bones, 
dumpii:3, Cispasul, incinerstion oF reduction of garbage, ¢ nats o¢ refuse, oF tha smalzing cf i tin, tint oF other ores of the proipacting oF Uriiling 
for natural gas, oi! of like substences, except with th ision uf the Architectural Control Commitize, and then only in such manc.cr 25 will not materioity 
inconvenience other Owners or materially depreciate the vilue of adjicant property 
Nuisance. 
No noxious or offensive activity shall be carried on nor shull anything bz done on ony Site which may be of becom: an annoyance or nuisance to the Owners oF cecuzanis 
of other Sites of which will be offensive by reason of oor, fumes, dust, dirt, fly-ash, smoke, noisa, glare ur which will be kesacdous by reason of danyes of Lue os taplosion. 


Vv. COMMON LANDSCAPING. 


The Oviner of euch Site shall maintain landscaping enistini 
Control Committes. tn the event that the 0 


In the event tha: LIPA or its agents should 
BPA for all of LIPA’s costs incurred in such maintenance. la any le321 proceading brought 
xpenszs of such procecdiny, including reasonable attorneys’ lees, 
Vi.. ENFORCEMENT. 

A. Interpretation "I 2 os 
in case of uncertainty as to the meaning of any article, section, subsection, Parag'aph, sentence, clause, phiase or vord of this Declaration the intarpretation of LIPA shail 
be final, conclssive and binding upon ail interested parties. 

B. Adz cent end Suit . : Set . 
Violation or treach of any restriction herein contained Shall give to MPA and every Ovener the sight to enter the Property Upon oF 2s to which sid violation of breath exists 
and to summarily abate and remove at the expensa of the Owner thaveul, any structure, thing or condition that way be or exist thereon Contrary to tha intent and meaning 
of ths provisions horeo!, of to Prosacute a proceeding at law oF in equity azainst the petzon oF persons who have violaied of are attempting to victate any of these restrictions 
to enjoin oF prevent them from doing $0, to cause suid violation to be remedied or tu recover damages for said violation, 

In any legal of equitable proceeding for the enforcement of this Declaration, the losirg party of parties shall poy the attorneys’ fees of the prevailing party or parties, in such 
amount as may be fixed oy the court in such proceadings. Ali remedies provided herein or at law or in equity shall be cumulativa and not exclusive. 

Inspection. : 

MPA may from tims to time at any reasonable hour or hours, enter end inspect ary property subject to these restrictions to ascertain compliance ther2with. 

Failure to Enforce fot a Waiver of Rights i 

Except as provided in the fast Paragraph of Article it hereuf, the failure of MPA oF any Owner to enforce any restriction contained herein shall in no event be C2emad to 
be & waiver of tha right to do so thereafter nor of the eight to enforce aay other rasitiction containad hacein, 


Vib. EXTINGUISHMENT, CONTINUATION AND f/ODIFICATION. f ‘ * 


fuli force and effect for 2 period of forty (40) years trom 
ion Contained herein, may de terminated, extended, modi- 
lead in Mofiett Industrial Pork Ho. 1 (exclusive of portions thereof row or herealier 
Pork Associates owns at leat twonty per cent (20./) of Moffett Industris! Perk No. 1, no such termination, 
aut the written consent of Moffert Park Assaciates. No such termination, extension, modification or amendmen? shall 
xzcuted and acknowled;ed and recorded in the Ollice of the Recorder of Santa Clora County, California. 
Vu. FAOFFETT INDUSTRIAL PARK NO. 1 OVINERS ASSOCIATION. 
A Membership. 
Each Owner shall ba a member of the ttuffett Incustcial Park No. 1 Owners Asocisiion, an unincocporated association (hereinafter calied the “ Association”). 
8.  Teansfer of Rights end Duties 2 
The rights and duties of PPA under this Declaration shall be transferred to and automatically assumed by the Awociztion upon the earliest of the following tu occur: 


L _ sale of ninety per cent (90%) of Moffett Industricl Park Ho. 1 by Moffett Park Associates to Owners as evidenced by the offic 3! records of the Santa Clara County 
jecorder; or 


2. ‘The recordatior, by MPA of an @ppropriate instrument with the Santa Clara County Recorder transfecsing the rights and duties of MPA wader this Dectzsation to the 
Association. 
Orgsnization. 


The members of thz Association may at any time meet and edopt bytuwvs or rules of procedure to govern the opacation of th Association. Until such by-laws or rules of 
procedure are adupted, meetings of tie Assucistion may ba called by any member thereof upon seven (7) days’ writt2n notice to exch member setting forth the time and 
place thereof, provided that notice May bo waived in writing at any time by any member or members not so nuti! |; twenty-five per cent (25%) of the members of the 


Association shait constitute a quorum; and the Association May act by 8 vote of a majority of iis members present at a Meeting, duly calied, at which a quacum is present 
of without @ menting by vnanimous written consent of its memDderz, 


IX. ASSIGHABILITY OF MOFFETT PARK ASSOCIATES RIGHTS AND DUTIES, 


Any and all of the rights, powers and reservations of Moffett Park Associates herein contvined may be assigned to any person, corporation of entity ‘vhich assumes in writieg the 
duties of Lloffett Park Acsociates pertaining to the particular rights, puwers and reservations assigned, and thereafter to the extent of such assignment, such Ferson, corporation o¢ 
entity shall hava the same rights and powers and be subject to the sanie odligations and Cuties as are herein Given to and assuined by Moffett Park Assuciotes. 


X. CONSTRUCTIVE NOTICE AND ACCEPTANCE. 


Every Owner is and shall be conclusivsly deemed to have consented and greed (0 every covenant, condition and restriction contained harein, whether or aot any celerence to this 
Declar tion is contained in the insteument by which such Owner acquired an interest in any portion of Moltett Industrial Park No. 1. 


IN WETNESS WHEREOF, Mottett Park Associates, the declarant hercin, has caused its name to be hereunto subscribed as of the day and year first above written, 


WOFFETT PARK ASSOCIATES, 


By Atkinson Development Company, By Ostrander Construction Company, 


by 


ST ae oe 


8 
: ne 


By R. A. Trippeer, Inc., 
i ! 


By a 


a [aS ae ee ee ee 
! 


Recording | equested By 
and When Kecorded Return To: 


Howell & dallgrimson 
28 North Firse Street 
1000 Comercial Building 


San Jose, California 95113 
Attn: Linda M. Lyons. Esq. 


ASSIGNMENT OF TENANT'S INTEREST IN LEASE 
FOR VALUABLE CONSIDERATION, the receipt and sufficiency of which are 


hereby expressly acknowledged, Atari Games, Inc., a California corporation, 


formerly known as ATARI, INC. ("Assignor"), assigns, transfers and conveys to 


Atari Corporation, a Nevada corporation, formerly known as TRAMIEL 
TECHNOLOGIES ("Assignee"), which assignment is effective as of July 2, 1984 
(the "Assignment Date"), all of nitions and the "Tenant's" right, title, 
interest, obligations and any and all claims in and to that certain Lease 
dated August 4, 1980 between Humboldt Court Associates Seven, a Califownia 
general partnership, as Landlord, and Assignor, as Tenant, as amended by a 
letter dated August 13, 1980 and an Amendment One to Lease Agreement dated 
November 10, 1980 (the "Lease”), affecting that certain real property commonly 
known as Humboldt Seven, 1196 Borregas Avenue, Sunnyvale, California, as more 
fully described in Appendix I attached hereto. 

Assignee hereby assumes and agrees to keep, perform and fulfill all 
of Assignor's obligations as Tenant under the Lease arising after the 
Assignment Date. 

Assignor covenants and warrants that it has performed all of the 
obligations to be performed by Assignor pursuant to and in accordance with, or 


with respect to, the Lease as of the Assignment Date. 


The undersigned acknowledges that the Right of First Refusal 
contained in Paragraph 47 of the Lease has been waived with respect to the 


sale of the above-referenced real property to Yercaf N.V., a Netherlands 


Antilles corporation. 


IN WITNESS WHEREOF, Assignor and Assignee have executed this 


Agreement of Lease as of » 1985. 


Atari Games, Inc., a Atari Corporation, a 


California c P corporation 


CONSENT OF LESSOR 


The undersigned is the Lessor in the Lease described above and 
hereby consents to the Assignment of the Lease to Atari Corporation and, 
furthermore, specifically and expressly releases Assignor from any further 
liability for the performance of any terms, condition, or covenant of the 


Lease after the effective date of this Assignment. 


J et 
"LANDLORD" 


| SUTICOR TITLE INSURANCE 
Application No. 0508412 0000 


The land referred to herein is described as follovs: 


All that certain real property in the City of Sunnyvale, County. of 
Santa Clara, State of California, described as follows: 


All of Parcel 3, as shown upon that certain Sap entitled, "Parcel Map 
lying within the City of Sunnyvale being a resutcivision of a portion 
of parcel A as shovn upon that certain parcel Bap recorded in Book 242 
of Maps at Pace 42, Santa Clara County Becords”, which Map was filed 
for Becord in the Office of the Recorder cf the County of Santa Clara, 
State of California, on November 9, 1976 in Book 383 of Maps. at Pace 
19. 
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CAT NO NNOO737 
JO 1948 CA (7-62) 


(Corporation) 


STATE OF CALIFORNIA } -" , 
COUNTY OF / Kal 

On CB GR Vim ee before me, the undersigned, a Notary Public im and for 
said State, personally appeared Ses wa 

personally known to me or proved to me on the basis 


of satisfactory evidence to be the person who executed 
the within instrument asthe Lb /C 


President, ent 
personally—known—to—me Or 


the thin es = far 
ae rporation Ae sad: 


that executed the within instrument and acknowledged ‘= \ MARY A RAYCOCK 
to me that such corporation executed the within instru- et pa siaycillncis th onthe 
ment pursuant to its by-laws or a resolution of its ae = —— at = 
board of directors. 2 oe Shs Greece HE 7, 138 
WITNESS ony hand and official se 


Signature Lf. (This area for official notarial scal) 


INE ones 


—— Ss S—— Bama wens ——p 


CAT. NO. NNOO737 
di TITLE INSURANCE 
TO 1945 ca (7-82) CT ae 
(Corporation) 


ATICOR COMPanY 


COUNTY OF 


On before me, the undersigned, a Notary Public in and for 
Said State, Personally appeared 

Personally known to me or Proved to me on the basis 

of satisfactory evidence to be the person who executed 


the within instrument as the 
cr 


President, and 


STATE OF CALIFORNIA } ss 


————__-________ personally known to me or 
Proved to me on the basis of satisfactory evidence to be 
the person who executed the within instrument as the 
es SECCtary of the Corporation 
that executed the within instrument and acknowledged 
to me that such corporation executed the within instru- 
ment pursuant to its by-laws or a resolution of its 
hoard of directors, 

WITNESS my hand and official seal. 


Signature (This ares for official notarial seal) 
‘——~—nar==vusnsa-vznrenssecenarnensssiisnnsusSuiaiabsininsesinmubienins 


~—s E— start Hone —p — 


Exhibit 10.8 


Moffett Park 


INDUSTRIAL LEASE AGREEMENT 
between 
THE PRUDENTIAL INSURANCE COMPANY OF AMERICA 
and 


fas s INC. j 
xo lantéfreanr Drie 


Sateen, Oy. “A086 


re ‘dustrial Lease Agreement — Gross Lease 


TABLE OF CONTENTS 


ARTICLE 


PARTIES 
PREMISES 
USE OF PREMISES 
TERM 
RENTAL 
LATE PAYMENT CHARGES 
SECURITY DEPOSIT 
POSSESSION 
ACCEPTANCE OF PREMISES 
TENANT IMPROVEMENTS 
HOLDING OVER 
SES PROHIBITED AND WASTE 
SIGNS 
BUILDING MAINTENANCE 
COMMON AREAS MAINTENANCE 
UTILITIES AND SERVICES 
TAXES AND ASSESSMENTS 
INSURANCE 
ALTERATIONS AND ADDITIONS 
ASSIGNMENT AND SUBLETTING 
DAMAGE “O OR DESTRUCTION OF PREMISES 
CONDEMNATION 
OEFAULT 
WAIVER 
TIME 
LITIGATION 
RIGHT OF ENTRY 
QUIET ENJOYMENT 
HOLD HARMLES: 
SUBORDINATION 
ESTOPPEL CERTIFICATE 
REGULATORY COMPLIANCE 
XXXII. SURRENDER OF PREMISES 
XXXIV. INTERPRETATION 
XXX¥ BINDING EFFECT 
AXXVI. COVENANTS, CONDITIONS, ANDO RESTRICTIONS 
XXXVU. NOTICES 
XXXVI, ENTIRE AGREEMENT 


XXXIX. OTHER TERMS AND CONDITIONS 


Nae whettnal Dea: Spent — Gaus Lever 


INDUSTRIAL LEASE 


PANTICS 
THWS LEASE mante, foe cotonenee peapotes Only, thus 10th they of May . 19 76. vy and between THE PRUDENTIAL 
INSURANCE COMPANY G1 AK HICA, ab ewe Jersey conor ations having HS prinepal phew uf tasunest at No. /63 Meant Stews, 


Hewark, New Jersey, herenuiter footed teas UL SSO", net ATARI > INC. » A CALIFORN IA. CORPORATION —_ 
—— Sunnyvale, Cal i fornia 94086 a Nene ots pared pole ae ent Castereess at j 495 # Borregas. Avenue, 
sv saltnteniesrise -. .  sbwreinalter seferred to as “LESSCE”. 
WITNESSETH 
PREMISES 


. 
That LESSOR does demis: and leas? unte LESSEE and LESSCE dows hereby take and hire upon and subyect to the terrns, Covenants ancd 
Conditions herein Contanwd, ite followin) described PROMISE S, stuated in the City of Sunnyvale, County of Sunts Ciara, Siate of 
California, which are more Durticularly shoven und set forth in Cxnibit “A” atiached hereto and by relerence made 2 part hereol.. 


USE OF PREMISES 


LESSEE may ux ond ueuny the PHEMISES for otlice, XKXK¥ MXXARBAKKKKNAK KH AXKwarechouse uses subject to Municipal 
Zoning Ordinances of tive City of Sunnyvate, and for no other Purpose. 


TERM 

The term of this Lease shuill bee for a period «wl =. wee ( 3) veurs, Coxnmencing on we _ISt gay of 
October. 19_. 76. anu ending on the SS day of —_September_ .19.79 . 

RENTAL . 


LESSEE shall pay to LESSON, in advance without Seduction or offset, onthe first day of each month of the term hervof, rental for the 
PREMISES in installments as fotiows 


$8,910.00 upon execution of this lease, said monies to be applied as first za) 
month's rental payment; ' 


$8,910.00 on the first day of each and every month in advance commencing on 
November 1, 1976 and for the remaining term of this lease. 


Rental for any period during the term hereot which is for tess than one month shel be 2 Pre Fata portion of the manthly instaliment ‘ 
Rental shall be payable withuut notice or Gemand at the address stutud herein of to such Dersons of wt such places as LESSOR may desig- 


Nate in writing. 


All rents shall be paid to LESSOR at: 555 California Street , Suite 2400, San Francisco, California 94104 
Attention: Property Ocpertment 


LATE PAYMENT CHARGES . . 


't is agered that the LESSEE shall he responsible for and shall pay the LESSOR inturest on all sums not pid within five (5) days from 
the due daie thereof at ten (10) percent Per sanuM oF the masini tate allowerl ty Live, whichever is areater, trom the due date to and 


including tne date of payment. provided , however, that LESSOR gives LESSEE prior written notice 
. SECURITY DEPOSIT of said nonpayment. 


As consideration for the full and tuithtul Covenants of this Lease, LCSSEF has oaid unto 
LESSOR tne sum ot _ Eight Thou nd Ro/100-----= ig_8,910.00__ 


LESSOR shall have the Fight 10 appronnate and avply any pertion of the security hposit as may be reasonably necessary to: ta) ronndy 
8 default in rent: {) repsie danicaps cousd 19 the PREMISES.uy LESSEE: (e) rernedy any other covenants Of Conditions to de performed 
by LESSEE. that have been breached by LESSEE. ; 


Any -emaining portion of the security deposit, alter any deductions, shall be returned to the LESSEF within one month after terms * 
Nation of tenancy, directs tq LESSET QU the address left by LESSEE for the forwarding correspondence. LESSEC will be entitled to 
AO interest On any portion vl sud! Oh yy , 
poss (ees t0 delays in\construction Gt on or after 1 November, 1976 

TEV ANX EMPhos Mews at Lessee's option. 
HE LEESON , MR RMOKMKAK KKK KKM, Cano. deliver porsesion of tf: suc PREMISES ta LOSS the Commencement Of the jel 
termdas heepintufore specie, ite, Lease salt Od be MOM KX cuctttes IX WK KOK ROL ROKK xx OP doked Sebetebetohetegstoteked 
JX DEX OM 28 4 XH HGH XH HA XIV HK HK HIM HHH HK HAIN HAHN Hato seg XXAK KH oh eerreese 
TOMI NAI KK SOG ARH 5 XA KK ROK GK KX BIA KOA HO DUK HIST So ee Article herein, 


ACCEPTANCE OF PREMISES 


By entry hereunder, LESSEL acecpis the PI MISES a8 Dewi on goed and Sanitary Orton, Condition, wd eepneie AME AL COpTS Ther Pusilelinny 
ANA improverwnts Or the cenused PREMISES a their DEON Con TI TON JOU wate any fepretcatation ot worrurty by LCSSOR as 
te condition Of sot tdek onto MOCO My elie Dy trey bee cnn whee Uhretorel, Gatco ne barney tear Bec sete ty evernents con: 
Bly witty ait rp tectele Cortes crcl etal Any emerges to thee fone SHOE Gem Dee Dey werettons suirernnernt é ul rv LESSOR ana 
LESSEE. LESSOR agrees that LESSEE shall have the benefit of al Ll warrantics provided 


TENT wartoveaents to LESSOR by its contractors and matcrialmen. 
VEME Ss 


WHS werd eed eed stewet thon LEON well awe Dall eh teticn oy tee the eee Hees ties eee teals onl thee Tevenet Hong reersectee ts tes tne come 
Stone tet, Ut a emer Bement Ete tall WORK KI Ketewnater feeoen thee Vonitelevneg gota, Coateotoet MW vetteut LENSE u's 
Cement, MAA KK IM KK KK KKK K KKM KHIM 

COS ttt tee PCE EE Hee tee ND try oh Metre eeeterne ae neey PE tae Meee nee peel ee meee or oy a ay Cem telenetety 


Welle PE DIOS we. tathaterme Ot Deen ant Deep ercwe es . . hor Js Haye DEUS. ocotenp ate tiewn oot tenet seen eterwenreents, 
ee Lb UN, tte baccetee deal ec eanetnneene ce ene thie # vet Heat warmalel Pecazer ec omturemnee ond bn dene ole Leys tenner ont bey LESSEE, 


HOLDING OVEK 
Ary Werhding ewer alien thee es gersstiome col Me deere weette tes cae o 60h ool O00 00s FONE ste cll Dw o oote termed Boo be 0 Bereta ¥ Neertes treeetle tee 


moth, atanenetot Eleven Thousand Five Hundred Cighty-Theee and No/10Q; 11,583.00 , 


DOLL AIS reenter tl cttvenvyeee bee oa Hee Cnet De stl tneme bone te “geen ttoond, se Boe ore opepelic doles, 


USES PROMIUITLO AND Waste 


eee eer | ry Pe LTT | nt ey the te thee PTE PAD BS 100 ON Rat ne es oe 8 me oe whe arte tm be at ae, we gv onal tte ty ame 
alee betel ee the me genet PAE TOE RA! Heme weet aie Fm ee he ore be ete beet wl mete od de bei be Rel be ob Sn ev ee eee ee ee 
eM Oy coals Dey coeur treme ON PTE GME Seca alone the: ONE BANDS, toe be aren boop Cree ee eT) 


Hitt, Ot pel ee atny Bem ts enpeeae the Mere, ve ull eee Wate p He eee col thine guano enenaeee oh re eo 


. =” ‘industrial Lease Agreement — Gross Lease 
x 


Outside of the building proper, except in the 
'¥ Nature shall be stored upon or permitted to 
Ntitled to store such materials, supplies, tanks, 
, which shall be properly and attractively screened. 


LESSOR has reserved the exclusive right to the ex terior walls and root of the PREMISES, and LESSEE shall not place, nor permit to be 
placed, upON the ex terior walls, roof, or on any portion of the leased Premises, any Signs, advertisements or notices whatsoever. LESSOR 
shall install, as part of the Tenant Improvements, a standard Sign to be used for all tenants in The Prudential Office-Research Center, 
which shail be conspicuously displayed near the entrance of the Premises and which will adequately identify the LESSEE’S company 
name. 


xIV BUILDING MAINTENANCE 


* Subject to the provi-iens of Article XXI, and except for damage caused by any negligent or intentional act or omission of LESSEE, 
‘] LESSEE’S agents, empio: ees, or invitees, LESSOR, at LESSOR'S expense, shall keep in good order, condition and repair the tounda 
tions, exterior walls and the exterior root of the PREMISES. LESSOR shall not, however, be obligated to maintain the interior surface 
of the exterior walls, windows, doors or plate glass. LESSOR shail have no obligation to make repairs under this Article XIV until s 
feasonabdle time after receipt of written notice of need for such repairs. LESSEE expressly waives the benefits of any statute now or 
hereatte: in effect which would otherwise afford LESSEE the right to make repairs at LESSOR'S expense or to terminate this Lease 
because of LESSOR’S failure to keep the PREMISES in 900d order, condition and repair. e 


LESSEE. subject to the provisions of this Article XIV and Article XXI, at LESSEE’S expense/s 
repair the PREMISES and every part thereof (r 

the same are accessible to LESSEE), inctuding 

conditioning, electrical equipment and lighting fixtures, i 

PREMISES. LESSEE shall obtain a monthly heating, venti ance contract; 
LESSOR and pair ‘or by LSSSEE, including without limi 3. oiling and lubricating of machi 
replacement ar</or adjustment of drive belts, oil Changes and other preventive maintenance. 


xii 


~ 


reasonably 
If LESSEE ails to perform LESSEE'S Obligations under this Article, LESSOR may, at LESSOR'’S option: {a} enter upon the PREMISES 
after ten 10) days prior written notice to LESSEE, and put tne same in good order, Condition and repair, and the cost thereot together 
with interest thereon at the rate of ten (10) Per cent per annum or the maximum rate allowed by law, whichever is greater, shail be due 


and payable as additional rent to LESSOR together with LESSEE’S next rental installment; or (b) exercise any and ali remedies available 
to LESSOR pursuant to Paragraph XXIII herein, 


COMMON AREAS MAINTENANCE 


, For the purpose of this Lease, the term 
“ and designated by LESSOR for the c 


. judg. 
ment, deem reasonable and proper and make such The surface parking 
facilities shall be available for the automobiles of t thew refective customers, em- 


ployees and invitees on a Nof-assigned, nor-exclusiv the premises td 


LESSOR shail keep and maintain the Common Areas in good order, condition and repair. The cost of maintaining these areas shail be 
paid for by LESSOR and shall be compurad on an accrual basis. under generally accepted accounting principles. These costs shall inchu- 
de, without limitation, the cost of labor, materials, supplies and services used or consumed in operating and maintaining the Common 
Areas, to wit: 
(1) Landscaping maintenance and replacement: (S) Maintaining all directianal and Security signs; 
(2) Cleaning and repairing concrete walkways, (6) Furnishing water (including sewer rental charge) for all 
(3) Sweeping and repairing paved Parking areas; buildings and landscaping; 

Operating and maintaining the Parking and (7) Pest control service; 

landscaping pole Tignting; (8) — Rental or depreciation on maintenance and Operating 

machinery. 
The base year for Comrron Area maintenance costs shall be Calendar Year 19 ____. Estimated Common Area maintenance costs for the 
base year are_Five ‘““housand Four Hundred and No/100-------—--——— (s 3,400.00--~—5 patios 
SS Nene (8 Pe Oa 


Beginning on the first day of Janvary, 19. 7 Zang on each succeeding year of the Lease, LESSEE shall pay LESSOR, as additional rental, 
an amount equal to -One Hundred ninsecomenmsitains ¢_100 

of the LESSOR’S total est mated increase 

monthly instaliments wher rent is due. 


Lease or any extension hereof 
Common Area maintenar 
able between the partie 


UTILITIES AND SERVICES 


LESSEE snail pay the cost of all gas, electricity, telephone and janitorial services rencered at the PREMISES. LESSEE shall also pay the 
©03¢ af garbage container rental and pickup from the Garbage disposal area shown on Exhibit “A”, 


TAXES AND ASSESSMENTS 


ESSEE shall pay before Delinquency any and all taxes, assessments, license fees and public charges levied, assessed or imposed and 
which become payable during the term of this Lease upon LESSEE’S fixtur.s, equipment, furniture, furnishings and other personal 
broperty installed or located on the PREMISES, .: upon LESSEE’S business operation at the PREMISES. 


In the event that in any tax year during the term of this Lease the amount of real estate taxes or special assessments shail exceed the 
amount of such taxes or assessments for the Fiscal Year 19 75 1976, LESSEE shall pay LESSOR as additionai rent, an amount equal 
to the total increase upon the PREMISES as shown on Exhibit “A”, and an amount equal to _One Hundred 


(_100__ %) per cent of the total increase on the land area and site 

LESSOR shail calculate any tax increase from the valuations assigned 

added rate or increased assessed valuation or both or by increase 

of LESSEE’S obligation under this Article XVII shail be prorated for any partial tux year. 


if in any tax yeer @ tax oF excise on rents or other tax, however Gescrided, is levied or assessed against LESSOR on account of the rents 
feterved hereunder, a4 8 substitute in whole or in Dart for real estate tunes levied OF assessed BQGRWIBONQGauch tax oF excise on rents or 
Other tax wall be deemed to constitute real estute tuses MAOH MEX fey the purpuse of this Article XVII. Amy payments due under the 
lerena of this Articla XVII are payebie within ten (10) Gays of LESSONS nonce to LESSEE. 
INSURANCE 


LESSEE shail not use, of permit sed PRE MISES, of any port thereat. tu te used. for any purp: 


ne uther then at for which the ssid 
PREMISES are hereby leased. and no ute vail be made Of Der mittend to De made of the tad PREMISE S. nor acts Cone, which will cause 
@ Cancellation of an 5 S 


€ wil of permit to be kept, used or 


C # COMpORi~ iS meine uae e! on PHEMIS 
ive rate occupancy over the eeisting sae ach 
Nature of the LESSEE'S \ 


Bay. within ten OT days LESSOR'S notice 
caus EE shall, at its own expense rraintain adequate fire 


-CSSEE shall not be liable to LESSOR f 
insurance which may be carried by LESSOR. 


As 


euuipment, 
or flood 
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LESSEE shay 
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fullowing: (a) the mintinum rent; (b) the ornounts last payal 

tha basir of @ thirty (30) Gay month, and ic} the AMOUNTS prays 

{vil At nt lorminatng this Loos, LE SSOH May fame any ane all ersenenind gy S and place such Property 

in a public oF private Warehous Of ulewhore et the sole cust und Os pense of SEE shat! nue MIUTIESinstechy 

er, ihe cost of stor, after tho same has bien stored fora i mory, LESSOR may wt! sny 

¢¢ oll thereo! ot ~ S i Discretion May dum wruper, 

without -SSCE. LES sites ty bo cuuzed by LESSOR'S fernoving oF 
3 frow and harmurss from end against 

ESSOR occasionad thereby. 


XXIV WAIVER 
No waiver of any breach OF breaches of any Provision, covenant, or 
Preceding or ‘Mw CCeoding broach of such Provision, ith 
XXV Time : 
Time is of the essence of each and every Provision, covenant and Condition herein contains end on 
LESSOR to be done and pat formed, 
XXVI LITIGATION 


XXVIII 


ay at Bmy reasunable time 
ISES, and LES 


XXVIi quier ENJOYMENT 
LESSOR covenants and a 
performed by LESSEE, shalj law 5 
Out Rindrance or molestation by LESSOR, or @ny person or 


HOLO HARMLESS 


LESSEE‘ >So sea is tee 


LESSOR to 


XXX 


/ 
eecute 
OF trustor oF beneticiary 
any such mortgage, deed of trusi or 
seleases or documents. shail constitute a 
-. S shail no 
and perform ail of the Provisions os 
AXXXXXXAXAXXXXX KKK 


XXXI 


R is nat in def under any 
by any person Proposing to acquire LESSOR'S 
} SUCH interest. 


¢ , f “ charges, 
+ @85esS8ed oF impo: mi terpretations 
Bromulgated hy any Fecerst, State, Mun Of occupancy of 
PREMISES or the Dorking facilities 


t, and damage caused by 
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BINOING EFFECT 
This Lease shalt Bind and inure to iny bennett of the Partics hereto and their (Cpective heirs, feprenmtatives, SUCCESSION OF aching 
(orovidess that this Lease shall not Mure (2 the bunntit of ONY atsiQnne pursuant to an assignment which Is notin COMPIUN =e with ine 
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COVENANTS, CONDITIONS AND RESTRICTIONS 
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"ute tal Lease Agreument -- Gross Lennar 
‘4 


NOTICES 


AN tices to bo piven of auived hoteunder, vehother pursuant to the terms of this Lewy an any proet.ion of trv, shall Lae given oF seewud 
be writing aither bn penain on by United States rouisteread munl, postage prepaid, at the address states herein of tu such parsons ur et such 
places os LESSON Gs LESSEE may clesinunater ian wet iting, 


TO LESSON AT: 155 Mollett Park rive, Bullling A - Suite 101, Sunnyvale, CA, 94006 


TO Lessce at: 1195 Borregas Avenue 
Sunnyvale, California 94086 


ENTINE AGREEMENT 
This Lease is the entire ugrecment between the parties and there are no agrcements or representations betwee the parties except as 
expressed harcin. 


OTHER TERMS AND CONDITIONS 


The addendum attached hereto containing Articles XXXX through XXXXI is a part 
of this lease and incorporated herein by reference. 


1 


LESSEE shall, subject to the conditions set forth below, at the request of 
LESSOR, cause its interest to hecome subordinate to any mortgage, deed of 

trust or other instrument of security which has been or shall be placed on 

the land and building or land or building of which the PREMISES form a part. 
The LESSEE shall, at any time hereinafter, on demand, execute any instruments, 
releases, or other documents that may be required by any mortgagee, mortgagor, 
or trustor or beneficiary under any deed of trust for the-purpose of subjecting 
and subordinating this Lease to the lien of any such mortgage, deed of trust 
or other instrument of security, and the failure of the LESSEE to execute 

any such instruments, releases or documents, shall constitute a default 
hereunder. 


IN WITNESS WHERCOF, LESSOR and LESSEE havo executed this Lease as of the day and year first above written. 


LESSOR ee LESSLE 
THC PRUDENTIAL eminar ATARI, INC. 


COMIANY OF AMeTICA 
X CA TO ce a ami 
3 By: 


Prudential 


ADDENDUM TO LEASE BETWEEN THE PRUDENTIAL INSURANCE COMPANY OF 
AMERICA, LESSOR, AND ATARI, INC., LESSEE, FOR PREMISES AT 452 
CARIBBEAN DRIVE, SUNNYVALE, CALIFORNIA, DATED MAY 10, 1976. 


CONSTRUCTION OF TENANT IMPROVEMENTS 


LESSOR shall pay all costs (hereinafter called the "Tenant Improvement 

Work Costs") of performing the Tenant Improvement Work, as outlined on 

Exhibit "B" attached hereto, up to a maximum cost of one hundred 

and eighteen thousand and No/100 DOLLARS ($118,000.00). . The INITIAL 

Tenant Improvement Work Costs shall include, but not be limited to: 

(a) All costs of obtaining building permits and other necessary 
authorizations from the City of Sunnyvale; 


(b) All costs of installing utility conduits necessary to connect 
the Premises with existing utility transformer pads; 


(c) All costs of installing required telephone conduits in the 
Premises; E 


All direct and indirect costs of Procuring and installing 

tenant, improvements in the Premises, including, without limitation, 
the cost of all on-site supervisory and administrative staff, 
office, equipment and temporary services rendered by LESSOR'S 
contractor in connection with the Tenant Improvement Work; 


A design and construction fee payable to LESSOR'S architectural 
and engineering firm in an amount equal to seven and two- 
tenths per cent (7.2%) of the aggregate of the costs referred 
to in paragraphs (a) through (e) of this section VI. 


A fee payable to Adamson Associates for checking, auditing and 
certifying the costs incurred by LESSOR'S contractor in connection 
with the Tenant Improvement Work (such fee shall not exceed 

one thousand three hundred fifty six and no/100 dollars ($1,356.00) 
for all Tenant Improvement Work completed prior to occupancy; 


All fees payable to LESSOR'S architectural and engineering 
firm if it is required by Lessee to redesign any portion of 
the Tenant Improvment Work following Lessee's approval of the 
preliminary plans therefore (such fee to be an amount equal to 
two hundred fifty per cent (250%) of the total] personnel 
expenses incurred by Lessor's architectural and engineering 
firm, as a result of such redesign work). 


In no event shall the Tenant Improvement Work Costs include any costs of 
procuring or installing in the Premises any trade fixtures, equipment, 


furniture, furnishings, telephone equipment or other persone] property 
to be utilized in the Premises by Lessee. 


DELAYS 


Neither Lessor nor Lessee shall be responsible to the other for delay or 


failure to meet any condition or covenant in this lease caused by strikes, 
lockouts, acts of God, or any other cause which is beyond the control of 
such party. Any delay due to such causes shall not be deemed a breach 

of this lease. It being specifically agreed that any time limit Provision 
contained in this lease shall be extended for the same period of time 

Yost by causes set forth herein above, provided that such extension 

shall not apply to the time within which the Payment of any money is due 
herein or to extend the term of this lease. In any event, if LESSOR, 


for any reason whatsoever, cannot deliver possession of the Prerises to 


— Decezder 1, 1977, this Lease shall be voidable at LESSus'S INITIAL 
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TENANT IMPROVEMENTS 


-452 Caribbean Drive 
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DECLARATION OF PROICCTIVE COVENANTS 


THIS DECLANATION, «ade this 4th do 
Sorperetian, Oste suet Comuutiion 


WHERCAS Mott: . Heck Associsies is the owner 
einalion Called “hi lett Indusioved Mark Ne. 1”). 


Povcols 2 3 and 4 05 shown wnan thet fetter map en 
Sub. Ne. 2,7 J Biutphy Sud. No. 3.” which mop was bled 
1966, in Bore 214 af hisps, of peyes 20 tivough 23; 


Ure Benet of ond be band 
(os eet 


t 


OG UPON Bach tuccetus in wierert 
ined in Article § Delow) oF hus successors in wleren 
GENENAL PROVISIONS. 

A Definitions 


2, “MPA™ means (4) Mollett Park A: 


Ciates te such Association in aceordance with ar 
“Lot” means each lot shown on the Dercel or sy 
“Site” means o porcet cPasisting either of a Lot, 


“Improvements” means at suMovements te 8 
Maping, signs and suuctues of any type. 


2 
4 
$. 
b 
. 


Morigage or deed of ust 
Purposes of Restictions 
he purpose of these covenants, Conditions and 
gains such imnroper dow 


& =REGULATION OF IMPROVEMENTS, 
A Minimun Setback Lines, 

ie Ne Improvement shell be ¢ 

fences thail be constructed 

8 variation would be ¢ 

Ground Coverege. 

We mere than ferty-livs pez cent (65) 
Consteuction Operations. 

truction of af 
thao. 


Ne excavation 
bletion thereol, 


%) of the surface 


shall be made on, and ne sad, 
|. xpased openings shall be bac 


Signs, 
No billboard of advertising signs shall be permitted on 
products of the persoe ov firm occupying the Site o¢ 0} 


which would require parking in ex 
Races of the City of Sunnyvale 


nung 


Archutectusal Controt Commuter, 


Building Reguiaions, 

an Buildings shali be covets 

witiee: 

is 

2 Eatetioe waits shall be painted or of 
feanhed uniew ond until the 

2. All Buildings shalt be musmtened in 


Dawnted ot beast ane? every fove (5) yearn 


OC HOR OF bust oy wnst the Architectucal Lunteut 
Noteninsrending on 

Outrority bor ony bi 

OF thee Astecte 118, 


v Of Jenuery, 1908, by MOFFETE PAR 
Company, on Oveyun Cerpuretion, and 


ssociates or (b) Molt, 


Site including, but without heustion, 


‘onrirected upoe ony Site within fifty 
“pen ony Sete whim twenty (20) fee 
OmMpalible with the general development of 


Improvements shall be expedited 10 thot fone shall remain in » partisity finished co, 


Exterion walls shall de of masonry, Concrete oF appro 


herwnse finithed in @ manner acceptable 
Archnectural Control Comnuitce shat! hove 40 


9008 OF der and sepaw and condinon, 


OF Bptueel oyrerl, by Melininen 
Conumtics te secure 


MOFFETT INDUSTRIAL PARK NO, 1 


K ASSOCIATES, » pastnershi 
RA. Toppeo, Ine., @ Neveds 


WITNESSED: 
located in the City of Sunnyvole, County of Sento Clore, Stete of Cob tornia,. 


9, the mombors al which ove Athhuen Dovelopment Company, @ 
Cope aten, . 


tein teal property described ot lokows 


tetted 
foe te 


“Parcel Map tor: Guy F. Atkinson Com 


Dany being 8 porhan ef Rancho Pasterio Oo 
Cord wn the Uliice o! 


Lot Bores2s, Cronmen 
# the Recorder af the County ef Sante Cire, Steia of Cabtorars, 


On September 13, 


ett tndustriat Park Ne. 1 Owners Association Upon the tensler of tho rights ond duties of Moltett Park Aca 
fiche Vill, 


Ddwwision map, or maps for Motictt Industrial Pack Ne. 3, 
® portion of a Lot, contiguous Lots, o bortians ef contiguous Ler. 


buildings, loading meas, trackage, barking orest, pevernent, poles, feness, Lad 


ENS OF extensions Uhereal, including Sreger, outside platforms and docks, 


2 Site is vested, 98 shown by the official records of the Office of the County 
benelicianies of deeds of uum os holders of any indebtedness cused bye 


(50) feet of the right of way fine of 
1 of any other Site The Architectur 
Motlett Industrial Park No, 1. 


any public street M1, 


'@ Improvement other thae landscaping paving ond 
at Control Commui: 


168 may approve lemer setbeck Lines fl in its opinion 


of ony Site shell be covered with 2 Building or Building. 


ition any longer than seasoeably w2temary for the comsletion 


rave) oF soil shall be removed from, any Site, except in Connection with the construction ef improvements, and upon com- 
filled, and distucbed grovad shall be 98004, leveled and paved or lendscaped. 


. whichever occurs first, such Site shall be band: 


scaped ia accordance with plant approved | 
landscaping in good order and condition. 


any Site ether than those approved by the Architectural Control Committe which idenuly the rame, busines and 
ier the Sits for sols os lease, 


3 business shall be 
erties by a visual Barri: 
located between any 


Conducted upon his Site, and sufficient space shalt be Brovided therefor. Loading Arecs 
er mot less than six (6) feet in height. Except with the prior weitien approval of the 
Building and any street of any closer thaa Seventy-iie (75) feet to the OQAt-ol-way line of 


pre 


(6) feet in height or rung 
adjoining Sites. Except with the 


equal material. 


fo ine Architectural Control Commities 
iptawed the color or telioeshing Materials t 


and » twcored em the evianee 


of pay Busiding 
Commutee. 


leyout ond of estener elevations, 
Asctutectaral Consol Commuitre Suck 
Pel Apprer a whol be Based, omone ether th. 
MINOT ERIS, OYE atOnt ond ww itteten of 
theveten wmth towect 


Swope orel 1 lodwe ie 
Dlons, ond every Usenes oprert, by oc 


imne a fi ‘Mak 


aaa: Rta 
Oe. 


vu. 


W. REGULATION OF OFTMATIONS AND Wits, 
A, Pormitio’d Opmrriions ond Uren 
Ls 


aioe ward oF for tommerciod gecovanon of Heslhug Of Conttructinn material, fet Pondering or Giehilanen of bares, 
Wwwayt, Otlal, dead enemas oF teluw, oF the Mnelhng Gf won, tn, ae Ov other OFe8 OF the powering or didhng 
Wt WHEN parmerion Of the Architectural Contiot Commutes, ond then Gnly in woh manner 06 will Bat Bre: es olly 
the waive of adjacent Property. 
& Bie 200mus oF eilynuve ectivity shall be corset an noe shall emything be done on any Site which may be or Become on ennoyence oF nuitance to the Owners or eccupents 
Ol other Sites or wehuch will be Ollenuve o: 300 ©! Odor, lunes, dust, Gut, Ny ash, umoke, More, Slee Oe wavich will be haserdous by season of denges of Line os esploLvem 


V. COMMON LANOSCAPING. ¥ ° 2 


sting thseon af the nme of 
v Sith dees at manta C 


eotertese witte th 
alt seumburse MPA or oll of PA's costs secured 1m such mauntenance. In any legal proceeding be eught 
Oblgoied to pay for the costs 806 eupemes of such Proceeding, unchuding reasonctie torneys' lees, 

EMFOMCEMENT, ' ° 
A Interpretation 

tn cass of uncestainty as to the meaning of any article, section, subtection, paragraph, sentence, Slause, phvase or word of this Declaration the bniespretation of UPA 1 uit 

be final, conclusive end bending uvon all inesened petten, 
GB.  Abstement and Suit 


claration, the losing Party oF parties shall 
tamedics prowded heres ts 


Enlorce Not a Vaiver of Right 


Hovided in the Of MPA of any Owner to enforce any sestriction 
be 8 waiver of the tM to any other tesiriciion contamed herein, 


OF amendanent shalt 
Calslornia, 


Omatically atsumed by the Asociction upon the earhest al the following te occur: 
The sale of ninety per cent (30%) of Motiett Industrial Pack No. | by Moftett Pack Asrociaies to Owners a3 evidenced by ths official records of the Sante Ciara Counry 


Orpanizatien. 

The members af the Association ma 
Potedure we adopied, meetungs o! 
lace thereol, provided that netics may 
Amociation shal consuiute 

@f without o menting by” 


Any and oil of the sights, 
Guties of Molter: Park A: 
Ontity shall heve the same 


-MOFFETT PARK ASSOCIATES, 


Oy Altima Development Cempany, 


*—____ Te 
RT 


By R.A Tripper, ine, 
. ov. 


VaPMEY TITLE COMRWY 
NOTICE OF COMPLETION 


Must be filed within ten days 2fter completion. See. 3187 C.C. FP. 
Individual or Corporation 
NOTICE IS HEREBY GIVEN: 


1. That th» interest or estate stated in paragraph 4 below in the real property hereinafter described 
is owned by the following: 


MAME STREET ANP KO. cr svaTa 


ATARI, INC, 1265 Borregas Avenue, P.O. Box 9027, Sunnyvale, California 94086 _ 


(If more than one owner of the interest stated, the name and address of cach must be inserted.) “vl 


See ee een rere enone nena eeenemCseeeeene ten seeeeseesee Sesesserees See eeeneenceeeceseereens  Seeeeereeseesevemmeceees semnseees: 


ee tee ne ne vere ennnnne 


See OOR RELA E HELL HEL ELS CATT TTST ROSES ERE EES Ee SEOEEEEEEEetsvareeececeseesecereeeeeteecees ersesecee. a ee 


2. That the real property herein referred to is situated in the City of .Suanyvale 
County of 


State of California, and is described as follows: : 


360 Caribbean Drive, Sunnyvale, California 94086 


3. That the full name and address of the owner of said interest or estate, if there is only one owner, 
and the full names and addresses of all the co-owners who own said interest or estate as joint tenants, as 


tenants in common or otherwise, if there is more than one owner, are set forth in the preceding 
paragraph. 


4. That the nature of the title of said owner, or if more than one, then of said owner and co-owners 


is: kxterx 
LESSEE 
vr Gi ether then len, strike out “In Pee” and insect for enample “posthecey” onder comune al pasdhane an’ 


chaser” under contract of purchase os “tessee™.) 
5. That on ......6/270272. 0. neoeonanee 
inafter described was completed. 


stsesesseseseeseseeeeee & WOTK Of improvement on the rea} property here- 


6. That the name of the original contizstor, if any, for such work of improvement was 


2 eeeces -neeeweseceees. oo oe eee Hee ecco e eee Ee 


ent asa whole, insert “No Contractor™.) 


Read this note before signing. 


If more than one owner only one need siga Liintxte °° °;°;°;+io,=——— 
personally or by an agent. 


‘The owner or agent ho signs ce notice itself As Vf, me ; L, 4 x 

must also sign the verifica::-a below. v4 

If owner is a corporation, in veritication, state ByA FUL lf SLL, bb OR cS Eineacncencnmnpinemmmnss 
tithe of officer signiog. 


Owner's Agent 
SOLELY FOR RECORDER'S USE 
STATE OF CALIFORNIA 


Coumy of Santa Clara } ee 


The undersigned heing duly sworn, says: That .. he.—ha._ read the 

furegoing notice and Lnuws the contents thereof, and the same is true 
t 

of nis 


PF .eeme UA knowledge. 


Siren. TEE. nsnctmanin 


»Mdlct,. MEE 
William L. thite 
Sulsceited aud sworn to beluse me this . 20th 


—- A e ee s 


day of .. 7 “ , 
AFTER RECORDING MAIL ‘TO ao Fore Gu Fh 
SO EEL F Sua 
Ve rd NOTAIY PUMLIC-CAUFCENIA 
Norary Pablie in an AQ SER GS SANTA CLAAA.COURTI Ary,’ 
i - day Comision Trpivwe dgoih 23, 1739 


twee ; Santa C laroy aS ; SS SEE = 


: 371 


P.O. Nox 9027 
Sunnyvale, California, 94026, 


= 


FIRST AMENDMENT TO LEASE 


THIS FIRST AMENDMENT is entered into as of August 30, 1976, by and 
between THE PRUDENTIAL INSURANCE COMPANY OF AMERICA (hereinafter called "LESSOR"), 
and ATARI, INC. (hereinafter called "LESSEE"). 


RECITALS: 


A- On the 10th day of May, 1976, LESSOR AND LESSEE entered into a lease of 
certain premises lccated at 452 Caribbean Drive, Sunnyvale, California 94086. 


B..° The existing leased space contains 54 ,000+ square feet of warehouse facility. 


C. LESSEE has previously paid LESSOR a security deposit of $8,910.00 and the 
fi -st month rent of $8,910.00. 


D. LESSEE now wishes to lease an additional 18,000 square feet of warehouse 
space, for a total of 72,000 square feet and to move existing lease to the 
certain premises located at 360 Caribbean Drive, Suanyvale, California 94086 
as shown on Exhibit A ettached hereto and made a yart hereof. 


LESSSE now wishes LESSOR to provide edditional interior improvements to the 

Premises as follows: 

a. Increase the flow in the overhead fire sprinkler system to .5 gallon per 
tiinute per 3,000 square feet; 

b. Provide drop fire sprinklere for storage racks in 35,000 square feet of 
‘he Premises with a flow of .29 gallons per minute per 2,000 square feet; 

c. Add 8 additional fire hose racks within the Premises. 

LESSOR hereby agrees to install said additional improvements. 


The total area to be leased is 72,000 square feet commencing on October 1, 
1976 and expiring on September 30, 1981, a period of five (5) years. 


The base year for Common Area Maintenance cost shall be Calendar Year 1977. 
Estimated Common Area Maintenance Costs for the base year are Eight Thousand 
Six Hundred Forty and No/100 ($8,640.00) Dollars. 


LESSOR and LESSEE do hereby undertake to amend the lease to reflect the above 


Changes in premises to be leased, and the increased rent and security deposit 
which shall be payable as follows: ‘ 


NOW THEREFORE, IT IS MUTUALLY AGREED: 


1. The rent payable for the total area of 72,000 square feet is $13,392.00 per 
month commencing October 1, 1976. The additional rent now due is $4,482.00. 


2. Upon execution of this First Amendment To Lease, LESSEE'’s security deposit 


to be increased by $4,482.00 making the total rent and security deposit now 
due $8,964.00. 


IN WITNESS WHEREOF, the parties have executed this amendment as of the day and 
year first above written. 


THE PRUDENTIAL INSURANCE ATA 
F 


Arch K. /yacobson 
General/HManager 


ADDENDUM TO LEASE 
SC 
This Addendum to Lease dated May 10, 1976, by 
and between THE PRUDENTIAL INSURANCE COMPANY OF AMERICA 
("Landlord") and ATARI, INC. ("Tenant") is executed this 
20th day of December, 1976, covering those certain premises 


Gescribed as: 


360 Caribbean Drive {72,000) square feet) 
Sunnyvale, California 94086 


and is as follows: 
Landlord and Tenant hereby waive all 
which thei i 

ici : ¢ hereafter purchased 
during the term by either Landlora or Tenant, insuring or 
covering the premises or any portion thereof, or Tenant's 


leasehold improvenents, furniture, fixtures, personal 
Property, business, or Operations in, or about the premises. 


IN WITNESS WHEREOF this Addendum is executed the 
‘day and year set forth above. 


ATARI 


,;) / « 
By Abd tie Lf 
Secretary 


"Tenant" 


THE PRUDENTIAL INSURANCE COMPANY OF 
AMERICA 


Terry P. Hoyer 


"Landlord" 


.. 


ADDENDUM NO. 2 to lease dated May 10, 1976, between The Prudential Insurance 
Company of America, Lessor and Atari, Inc., Lessee for Properly commonly known 
as 360 Carribeen Drive, Sunnyvale, Ca. 


The following is added as Paragraph XXXXII to the said lease: 
RENEWAL OPTIONS 


At the expiration of the original five (5) year tern hereof, 
-essee may extend this lease for two (2) additional renewal terms of five (5) 
years each, by giving Lessor written notice of Lessee's intention to do so 
at least one hundred eighty (180) days prior to 
lease term of this le Such renewal terms sh 


event the index spec 


» Bureau of Labor Statis 
the index specified, shal} be substituted i 


In no event shall the rental paid during the renewal period 
be less than the rental paid during the previous lease term herein, nor increased 
by more than twenty (20%) percent, for each successive five (5) year option 
period. 


This Addendum is dated at Sunnyvale, California, this 
lath day of May, 1977. 


> THE PRUDENTIAL INSURANCE 
Vig COMPANY OF RICA 
Qj Rr. CASHION 
q- / By Fy ae 2 INVESTMENT MANAGER, REI 


i President 
"Lessee" “Lessor” 


AMENDMENT THREE TO LEASE 


THIS AGREEMENT, executed at Sunnyvale, California, by and 

between THE PRUDENTIAL INSURANCE COMPANY OF AMERICA, a New Jersey 
corporation (hereinafter “Landlord"), and ATARI, INC., a Delaware 
corporation (hereinafter "“Tenant"), for the Premises located at 

360 Caribbean Drive, Sunnyvale, California, is entered into this 


fa?’ day of Passe » 1981. 
RECITALS 
portion of a 72,000 square foot 
WHEREAS, Landlord by Lease, [dated May 10, 1976, did lease to 
Tenant a 54,000 square footal uilding at 360 Caribbean Drive, Sunny- 
vale, California; and 


WHEREAS, the term of said Lease commenced October l, 1976, to 
terminate September 30, 1979, at a rental of Eight Thousand Nine 
Hundred Ten and No/100 ($8,910.00) Dollars per month; and 


WHEREAS, Amendment One to Lease, dated August 30, 1976, did 
lease to Tenant an additicnal 18,000 square feet, making a total 
of 72,000 square feet, effective October 1, 1976, and terminating 
September 30, 1981, increasing the rent to Thirteen Thousand Three 
Hundred Ninety-two and No/i00 ($13,392.00) Dollars per month; and 


® 
Se eeseeagesenenennetinee owen weer pene wren, 


WHEREAS, Addendum Two to Lease, dated May 10, 1976, dia give 
to Tenant two (2) renewal option terms of five (5) years each. 


WHEREAS, Tenant desires to exercise its first renewal option for 


an additional five (5) years as stated in Addendum Two to the above 
referenced Lease. 


NOW, THEREFORE, IT IS MUTUALLY AGREED: 


: : The termination date of the Lease shall be extended from 
“-"September 30, 1981 to September 30, 1986. 


2s __The rentai for the Premises, commencing October 1, 1981, 
shall be increased from Thirteen Thousand Three Hundred Ninety-two 


($13,392.00) Dollars per month to Sixteen Thousand Seventy and 49/100 . 
($16,070.40) Dollars per month. 


3. All other terms and conditions of the Lease shail remain 
in full force and effect. : 


| 
{ 
t 4. IN WITNESS HEREOF, the parties herein have executed this - 
{ Lease Amendment Three as of the date hereinabove. 


TENANT: Fray IN ‘ 
i fae. By? .. : 
David M. Bellin 


\ Title: inistra 
tion 


LANDLORD: THE PRUDENTIAL INSURANCE 
COMPANY OF AM 


CA 
By: Z C tL: 


Lee Cashion 


Title: General Manager, R.E.O. 
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Moffett Park 


INDUSTRIAL LEASE AGREEMENT 
between 
THE PRUDENTIAL INSURANCE COMPANY OF AMERICA 
and 
ATARI, INC. 


390 CARIBBEAN DRIVE 
SUNNYVALE, CALIFORNIA 94086 
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PARTIES 

PREMISES 

USE OF PREMISES 

TERM 

RENTAL 

LATE PAYMENT CHARGES 
SECURITY DEPOSIT 
POSSESSION 


- ACCEPTANCE OF PREMISES 


TENANT IMPROVEMENTS 
HOLDING OVER 

USES PROHIBITED AND WASTE 
SIGNS 

BUILDING MAINTENANCE 
COMMON AREAS MAINTENANCE 
UTILITIES AND SERVICES : 
TAXES AND ASSESSMENTS 
INSURANCE 

ALTERATIONS AND ADDIT:ONS 
ASSIGNMENT AND SUBLETTING 
DAMAGE TO OR DESTRUCTION OF PREMISES 
CONDEMNATION 

DEFAULT 

WAIVER 

TIME 

LITIGATION 

RIGHT OF ENVRY 

QUIET ENJOYMENT 

HOLD HARMLESS 
SUBORDINATION 

ESTOPPEL CERTIFICATE 
REGULATORY COMPLIANCE 
SURRENDER OF PREMISES 
INTERPRETATION 

BINDING EFFECT 

COVENANT S, CONDITIONS, AND RESTRICTIONS 
NOTICES 

ENTIRE AGREEMENT 


WAIVER OF SUBROGATION 
OTHER TERMS AND CONDITIONS 
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INDUSTRIAL LEASE 


PARTIES 
THIS LEASE made, for seference purposes only, tha _—* 17th day of Decenter 1976 , by and between THE PRUCENTIAL 
INSURANCE COMPANY OF AMERICA, a New Jersey corporation having its princi¢sl place of busines at No. 763 Broad Street, 
Newark, New Jarsey, hereinafter referred to as “ LESSOR”, and A Se | ao 
1265 Borregas 
Avenue, Suniyvale, California -navinanar tured to m "LESSEE" 
WITNESSETH 


That LESSOR dees demise and lease unto LESSEE and LESSEE does hereby take and hire upon and subject to 
conditions herein cantsined, the following described PREMISES, situated in the a of fant 
California, which are more particularty shown and set forth in Exhibit “A” attached her and by reference made a part hereot. 


LESSEE may use and occupy the PREMISES for GROEN RARE Gn tee orwar shou uses subject te Municipa! 
Zoning Ordinances of 1he Cx, ~* Sunnyvale, and far no other purpose. 


) TERM 
The term of this Lease shail be for s period of five  _ {_5__) years, commencing on the__1st__ gay of _April 
——__ __, 1977, and ending on the 31st day ot March 19 82. 
RENTAL . F 
LESSEE shell pey to LESSOR, in advance without deduction or offset, on*the first day of each month of the term hereof, rental for the 
7 nEMISES an installments a3 fol: 


$15,738.00 upon execution of this lease, said ‘monies to be applied as first 
month's rental psyment; 


$15,738.00 on the first day of each and every tonth in advance commencing 
May 1, 1977, for the remaining term or this lease. 


Renwi for wy period during the term hereor which is for less than one month shall be 8 pro rata portian of the monthly Instaliment. 
Rentel shall Ce Gayeile witheut notin or Gemend ot the address stated herein or te euch parsens or ot such glenee as LESSOR may éasig- 
nate ting. 


All rants shali be paid to LESSOR st: 555 California Street . Suite 2400, San Francisco, Califomia 94104 
: Attention: Property Department 


LATE PAYMENT CHARGES 


pK op = thet the peyey be responsible my yd 26. new | the LESSOR interest on all ey pe a en faye 
Gate thereof st ten Percent per annum mM rate om the 
including the date cf payment, _provsded, however, “that LESSOR’ gi give o LEsshe prior written’ notice 
SLR? Jaap 
As consideration for the full and faithful performance by LESSEE of the term and covenants of thi: LESSEE has paid unto 
LESSOR the sun of FIFFEEN THOUSAND SEVEN HUNDRED THIRTY-EIGHT AND NO/1Q0_ ae 
DOLLARS the receipt of which is hereby acknowledged. 
LESSOR shall have the right to appropriate and apply any portion of the security deposit as may be reasonably necessary to: (a) remedy- 
Ok a on ees Careean meted So So FRENEES by LESSEE: (c) remady any other covenants or conditions to be performed 
by LESSEE, that have bosn breached by LESSEE. 
remaining portion of the eacurity deposit, after any deductions, shail be returned to the LESSEE within one month sfter term+ 


nation of its tenancy, dwectad to — at the address toft by LESSEE for the forwarding correspondence. LESSEE will be entitied to 
fo interest on any portion of such SE 


possession possession, due tt to delays a construction of normal tenant imprcvements 


i? LE . for any reason whatsoever, cannot deliver possession of the said PREMISES to LESSEE at tha commencement of the Sdencnnalaauaenabin: 
nersinoatore specified, this Lanse shall moe be xcicow tnt te 


See Article Wintec re Serta Jane ty 1977 


to 

TENANT iMPRO 

it is agreed and ea that LESSOR will have full discretion as to the construction details of the Tenant improvements to be con- 
Structed, it is sqread, however, that LESSOR shall not suomtmmeieltecdeviete from the building plan, Exhibit “B”, without LESSEE'S 
consent, which shall not be unreasonably withheld. 


LESSEE shall be permitied to install any additional interior improvemants the responsibility of LESSOR hereunder coordinatety 
with LESSOR'S installation of Tenant !mprovements on Exhibit “8”. if LESSEE delays LESSOR’S completion of sid improvements 
on Exhibit “B™, the Lease shall commence on the same date on which it would have commenced had no delays been caused by LESSEE. 


HOLDING OVER 
Any holding over after the expiration of the term with the consent of the LESSOR, shall be construed to be 8 aa from manth to 


month, st a rental of TWENTY TROUSAND FOUR HUNDRED #IFTY-NINE AND NO/100_ is 20,459.00 


COLLARS « month, and shall otherwise be on the terms and condit/ons herein specified, so fer as applicable, 

USES PROHISITEO ANO WASTE 

LESSEE shall not commit, or suffer to 12 committed, any waste upon the PREMISES ORACLE SIRES Korxnimonahenw 
MERA EK DOQQ NOY OA ICDEN HOGA LO MLC BO PITS OKO DOAK MaRGaM PR EM IGE omy mactoassDuar 


penn stn OF allow 
ay sale by suction upon the PREMISES, or allow the PREMISES to be used for eny improper, immoral, uniawlul or objectionable pur 


oats, or plese any loade upen the foer, walls, or cailing in excess of the maximum designed loads or which endanger the structure, or 
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ctace any narmful liquids in "Fr Je e829 rt Me Dur 3g ueless LESSEE woty'e ~ seytrtererg Sed waste marar als te -ehuca 
snail Ce Gurmped upon or sermittea to remain .ccn any sat of "ne leased PREMISES suisice of Ma Culairg Oroper, excapt in tne 
anctased trash area Orovided. No materials, succlies, equioment, oroducts, or articles 2f any Nature inad Ce stored upon or permitted to 

remain on any part of the !easead PROMISES outs:ce of the Cuilding aroper. LESSEE is anutied to store scn Materials, supplies, tanks, 

and atner equipment in tne areas specirically snown on Exhibit "A" , .wnicn snail 0e properly and attracavely screened. 


SIGNS 


LESSOR has reserved the exclusive right to tne ex erior walls and roof of the PREMISES, and LESSEE shail not place, nor permit to be 
placed, upon the ex terior wails, oof, of on any Cortion of the !zaser! Premisas, any signs, advertisements or notices whatscever. LESSOR 
shail instail, as part of the Tenant improvements, a standard sign > De used for all tenants in The Prudential Office-Research Center, 
which shail be conspicuously displayed near the entrance of ne Promises and which will adequately identify nme LESSEE’S company 
name. 


XIV BUILOING MAINTENANCE 


Subject to the provisions of Articie XXI, and except for damage caused by any negligent or intentional act or omission of LESSEE, 
LESSEE’S agents, employees, or invitees, LESSOR, at LESSOR’S expense, shail keep in good order, condition and repair the founda 
tions, exterior walls and the exterior roof of the PREMISES. LESSOR snail not, however, be obligated to maintain the interior surface 
of the exterior walls, windows, doors or plate giass. LESSOR shail have obligation to make repaws under this ELLIS 
ressonabie time after receiot of written notice of need for such repairs. RES KK ELEN IRRALRE SKIN: 

WOK 


JREREENIDONOO CEO OLATEIN, PDO ORCS EO OBES RIO OOS OK IODC ICK, 
RAE X SOLD ROE ACN XEN HOOPER EIA MK YOCE OMI ENN HACE IN. xcept for warranteed items 


LESSEE, subject to the provisions of this Articie XIV and Article XXI, at LESSEE’S aeoninaa keep in good order, condition and 
repair the PREMISES and every part thereot | 2 exOUSK AMEN: 

ADOT A MCT AA EA ISEER, inciuging without limiting the generality of the foregoing, ali plumbing, heating, ventilating and air 
conditioning; electrical equipment and lighting fixtures; interior wails, ceilings, windows, doors and plate gass located within the 
PREMISES. LESSEE snail obtain a monthly heating, ventilating and air conditioning preventive maintenance macniphey on by 


XIII 


LESSOR and paid for by LESSEE, inciuding without limitation replacement of filters, oiling and lutricating of machi wn parts, 
replacement and/or adjustment of drive beits, oil changes and other preventive maintenance. reasonably 


If LESSEE fails to perform LESSEE’S obligations under this Article, LESSOR may, at LESSOR’S option: (a) enter upon the PREMISES 
after ten (10) days prior written notice to LESSEE, and put the same in good order, condition and repair, and the cost thereof together 
with interest thereon at the rate cf ten (10) per cent per annum or the maximum rate allowed Dy law, whichever is greater, shail be due 
and payable as additional rent to LESSOR togetner with LESSEE’S next rental instaliment; or (b) exercise any and ail remedies availabie 
to LESSOR pursuant to Paragrzoh XXI11 herein. 


COMMON AREAS MAIN” ENANCE Se other cccupants 


For the purpose of this | ease, the term “Common Areas’ means ail areas a lities ZX@eMa6 __as set forth in Exhibit "A", prowded 
and designated by LESSOR for the common use and benefit of the LESSEE! BaDemOSOSFAAIDOLENGROOR and their respective 
custorrars, empioyes* and invitess. The Common Areas shall include, but are not limited to: landscaped areas, walkways, roadways, 
parking and service sreaz, LESSOR shail at ail times nave exciusive contro! of the Common Areas and may at ary time temporarily close 
any part thereof: exciude and restrain anyone from any part thereof, except bona fide cusiomers, emoloyees and invitees onan 
LESSE ES. a CHOU AA HR BOOM COLI HOE BATA K TE BOK 

engage others to operate and maintain: ail or any part on such terms and conditions as LESSOR shail, in its sole judg 


ment, deem reasonable and proper and make such changes as in its opinion are in the Dest interest of RaMKxXS The surface parking 
facilities snail be available for the automobiles of the LESSEE Ya@OtisM MEK. OUR BEI jective Customers, em- 
ployees and invitees on a non-assigned, non-exciusive basis, ‘its the Premises 


LESSOR shail keep and mainiain the Common Areas in good order, condition and rvoair. The cost of maintaining these areas shail be 
paid for by LESSOR and shail be computed on an accrual basis, under generally accepicd accounting principles. These costs shall inciu- 
de, without limitation, the cost of labor, materials, supplies and services used or consumed in operating and maintaining the Common 
Areas, to wit: 
(1) Landscaping maintenance and replacement: (5) Maintaining ail directional and security signs; 
(2) Cleaning and repairing concrete walkways: (6) — Furnishing water (including sewer rental charge) for all 
(3) = Sweeping and repairing paved parking areas: buildings and landscaping, 
(4) Operating and maintaining the parking and (7) Pest control service: 

landscapuig pole lighting: (8) Rental or depreciation on maintenance and operating 

machinery. 


The basa year for Common Area maintenance costs shail be Calendar Year 19 77. Estimated Common Ares maintenance costs for the 
base year are EIGHT THOUSAND SIX HUNDRED AND NO/100<<--e2---~-=--=|¢ 8,600. 00—~-==) potiars. 


Beginning an the first day of Janwary, 1977 ana on each succeeding year of the Lease, LESSEE shail pay LESSOR, as additional rental, 
ee ee | a a a reer (100 ___ %) per cent 


of the LESSOR’S total estimated increase in such Common Area maintenance costs, over the base year, such increases shall be payabie in 
monthly installments when runt is due. Common Area maintenance costs shall not include any costs (other than the cost of water and 
sewer renal) attributable to the operation of maintenance of the Pavilion Cafeteria, which shall be the sole expense of the LESSOR. 
LESSOR'S estimate of annual Common Area maintenance costs shail be adjusted to the actual annual cost each year. in the event this 
Lease or any extension hervoft shail expire on a date earlier than the and of a Calendar Year, LESSOR shall prepare a statement of actual 
Commo Area maintenance costs tc the Gate of the Lease expiration. Any underpayment snail be payable or any overpayment reiund- 
able between the parties within ten (16) days of LESSORS notice of final accounting for such year Gr partial Calendar Year, 


UTILITIES ANO SERVICES 


LESSEE shall pay the cost of all gas, elactricity, telephone and janitorial services "andered at the PREMISES. LESSEE shail also pay the 
cost af ga’tege container rental and pickup from the garbage disposal area shown on Exnidit “A”. 


TAXES AND ASSESSMENTS 


LESSEE shail pay before delinquency any and all taxes. assessments, license fees ard public charges levied, ossessed or imposed and 
which become payable during the term of this Lease upon LESSEE’S fixtures, equipment, furniture, furnishis.os and oiner personal 
property installed of located on the PREMISES, or upon LESSEE’S business operation at the PREMISES 


In the event that in any tax year during the term of this Lease the amount of real estate taxes of special assess nts shail exceed the 
nt of such taxes Gr assessments for the Fiscal Year 19.76.19 77, LESSEE snail pay LESSOR as additional rent, an amount equal 
to the total ingrease upon the PREMISES as shuwn on Exhibit “A”, and an amount equal to 


) per cent of the total increase on the land area and site improvements MRXMIQOUN . as shown on Exnibit “A” hereYo. 
LESSOR snail calculate any tax increase from te valuations assigned Oy Me asSessor, whether such increase 1s Caused by increasea or 
edded rate or increased assessed valuation of both or by increase in, of Oy reason of any new, general or special assessment. The arnount 
of LESSEE'S obligation under this Article XV!! shail be prorated for anv partial tax year. 


If in any tax year a tax or excise on rents or omer tax, however described, it levied or assessed against LESSOF! on account of the rents 
reserved hereunder, as a substitute in whole or in part for real estate taxes levied or assessed SX BKMQICSS such tax or axcise on rents or 


other tax shail be deemed to constitute real estate taxes SM AMMKAX for the puroose of this Article XVII. Any payments due under the 
terms of this Article XVII are payable within ten (10) days of LESSOR'Snotice to LESSEE, 
written 
XVIII INSURANCE 


LESSEE shail not use, or permit said PREMISES, or any part thereof, to be used, for any purpose other than that for which the said 

PREMISES are hereby ‘eased: and no use shall be made or permitted to ba made of the said PREMISES, nor acts done, which will cause 

@ cancellation of any insurance policy Covering said building, of any part thereof, nor shall LESSEE sail or permit to be kept, used or 

sold, in oF about said PREMISES, any article which may be pronibited by the standard ‘orm of fire insurance policies. LESSEE shall, at 

it's sole cost and expense, Comply with eny and ai! requirements, periaining to said PREMISES, of any insurance organization or como 

ny Necessary for the maintenance of reasonable fire and public liability insurance, Covering said building and appurtenance. The LESSOR 

at a COM—"“37ees to purchase’ and keep in force fire and extended coverage insurance covering tne leasea PREMISES in amounts not to exceed the 
petitive actual insurable vaiue of said PREMIS, LESSEE agrees that if tne rates for fire and extended coverage insurance are increased after 
Occupancy over the existing rat Such insurance UpON the building in which sand PREMISES sre Iccaied or are increased due {0 the 

rate Mature of tne LESSEE'S 3, Of Nigher amounts 33 May be Necessary due to (ne increase value of tne PREMISES, tne LESSEE will 
Day, within ten ( 3 of LESSOA’S notice ta LESSEE, tne oro raia amount of the premium increases from any or all of the above 

cduses. LS shall, at its OWN expense maintain adequate fire insurance and ex tended coverage UpON ifs trade fixtures, equioment, 


SSEE shall not be liable to LESSOR for the premises for any earthquake or flcod 
insurance which may be carried by LESSOR. 
38 i 
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arene thereof, soCM insusance tO vifOrd prcieet.on to ihe THe 
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‘ory to LESSOA ana authorized 10 do Dusess ‘n California, ard shali be 

wh iM such form ang snail Oe distrioutea Oy sucn compa @$ sMail Ce reasoruGly sccediaole 10 LESSOR. Cert. ficaies ev. cencing 

Hawfaice Coverage Fequifed Nereunder shall De furnisnus to LSSSOR upon commancemunt of tne luase cat and snall prov.de uf ieast 
io (1G) Says written notice to LESSOR prior to tne canceietion of of materia: cnange in such insurance, 


AATIONS AND ADDITIONS 


Sali MOL Make nor Dermit any alterations, additions, of improvements to the leased PREMISES wiirout prior wiiizen consent 
of LESSOR, which consent snail not be urreasonadiy w.inneid. In the event SOAR consents to the prozosac aiterations, occ. tons or 
umarovemen:s, the same snail be at LESSEE'S exdense, and LESSEE s-aii nod LESSOR rarmiess trerefor: IOOQOCOOKKXKK 
SPS OST ONIOOE KOO OK NIION HINA ON I NODES COCO SHEOX MODE EO OT 
see z MOQOOEPOCOCOOOOOUHU CHOU OCOD OOS VOSS UC OCUN SOO OUGLOOnSOS 
XOICCOAK | f required by LESSOR in writing, as a conciiion to LESSOA'S consent, such alterations smad 08 removed oy LESSEE 
Lo ine iufMination of sooner expiration of the term of inis Lease and LESSEE snail repair damage to Ue PREMISES Causid Dy such 

¥. ‘eTOvai, all at LESSEE’S expense 


\-ZSSEE snail give LESSOR at least (20) days prior wristen notice of the date of commencement of any construction in or upon the 
REMISES, ana LESSOA snail nave the right at ail times to post Notices of Nonresponsibility on the PREMISES in conrect.on there 
ith, LESSEE hereby indemnifies and agrees to hold LESSOR free and harmiess from all liens and claims of lien, and ail other liability 

cisims and Gemands arising out of any work done or materiais supplied to the PREMISES by or at the request of the LESSEE, its agents, 

empoyees, OF Coniractors, 


ASSIGNMENT AND SU3LETTING 


LESSEE <ieli not assign this Lease of subies the PREMISES, either in whole of :n part, nor Mortsage or Otharwisa hyociNecaie tre lease 
Hid invetest of LESSEE, of any part of parts inereof without first obtaining in escn and every instance, LESSOA’S written consent, 
WhicA Consent snail not be unreasonably withheld: provided, however, that LESSEE may, witnout obtaining LESSOR’S consent, (a) 
55.5.9 OF Wansfer this Lease to any successor Corporation, Srovided ail or 3 majority of the assets of the LESSEE are transtesred to tne 


Successor Corporaiion anG such successor assumes LESSEE’S obligations hereurcer, or (d) sublet ne PREMISES to any whoily owned 
suasidiary of LESSEE, Or parent of LESSEE or related corporation 


CAMAGE TO CA OZSTRUCTION CF PREMISES 


= ine event of a partial destruction of the PREMISES during tne term nerein from any cause, LESSOR s-.a!l forthwith repair che same, 
LESSEE ridea such epan can 2° made wiinin ninety (SO) days, But sucn partial Gestruction snaii in no way annul of void this Lease, except 
‘ . inai LESSEE snail be entit 10 @ proportionate deduction of rant whilg such repairs are being made, sucn proportionate deauction to 
texrMINate: o:::3 upon the extent to which the making of such repairs shall irkerfare with the business carried on by LESSEE in :ne said 
»S lease 2 EMISES. If sucn repairs cannot be made in ninety (9C) days, LESSOR Make same wiinin a reasonable Une, this 
4 Lease continuing in full force and effect and the rent :o be aroportionately recuced as provided nerein. In me event that LESSOR does 
; twenty NOt So elect to Make such repairs which cannot be made .A ninety (90) days, or such repairs cannot be mace under existing |aws and 
») days fejulaiions, tnis Lease may de terminated at the option of either pai ty. In respect to any partial destruction wnzh LESSOA ‘s oblicated 
' to repav of may elect to repair under the cerms of this Articie XXI, the provisiors of Section 1932, Subdivision 2, and of Section 1933, 
-tten Sucdivision 4, of the Civil Coae of the State of California are waived by LESSEE. in the event that the duilding in which the cemised 
sice. [£ PREMISES may be situated be destroyed to the extent of not less than thirty-three and one-third (331/3%) der cent of the replacement 
i cost thereof, LESSOR may elect to terminate this Lease, whether the demised PREMISES be injured of net. A total Gastruction of the 
.ther Part yfuituing in which ihe said PREMISES may be situated shall terminate this Lease. 


elscts » LESSOR shall 


CONGEMNAT.ON 


na wicle or any part of the PREMISES shall 0@ taken or condemned by any competent authority for amy aubiic or Quas.sUDlic use 
Sf Purpose, which taking or conGemnaticn shall rencer tne PREMISES unfit for the use wnicn LESSEE was utilizing the PREMISES 
immediaialy prior to ine taking or condemnation, tnen tris Lease and any exiersion hereof snail terminate On the Gate when the 
sossessicn of ine Sart so taken shail be acquired for sucn use of purpose, and the rental payments made or racuirad to De mace wnder 
wis Lease Dy LESSEE shell O@ abated and prorated as of the date of possession Sy the condemaor arising from sch taking. In the event 
© part of tne PREMISES shail be so taken of condemned and shail not result in the termination of the Lease as hereinadove prov.ced, 
ine tnis Leasa shail terminate as to that portion of the PREMISES taken ana ihe rental payments made of reruired to be made uncer 
this Lease as to ihe portion of tne PREMISES taxen snali be abated and prorated ss of the date of possession by tne condamnor. This 
ease shall sh2t'p ped pipforce ang eaifect as to that portion cf the PREMISES not so taken, 


LESSOR ‘iall ba enistied to receive the proceeds of all such cond BOOED QOQVORCORHSOOCOEIOO OOK 


XNOAQOONAOOCOCOOTOTEUAGCOO COND IOOS SETI S SIS - £3 
UES elr respective interests Shall 
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if: (a) LESSEE snail faii to pay any rent of other sum payable hereunder for a period of ten (10) days after the same is due; (b) 
LESSEE snail fail to ooserve, keep or perform any of tne other terms, covenar:s, agreements Of Conaitions coniained herein anc on the 
part of LESSEE to be observed or performed and sucn Cafauit continues for a period of thir., (30) days after written notice oy 
LESSOR or ceyond the time reasonaoly necessary for cure if such default is of a nature to require more than thirty (30) days to remedy; 
(c) LESSEE shail secome bankrupt or insolvent or make a transfer in fraud of creditors, or make an assignment for the benafi: of 
Cresitors, OF take Or nave taxen against LESSEE any procaadings of any kind uncer any provision of the Feaaral Bankruoicy Act or 
wider any otner insolvency, bankruptcy or reorganization act and in the avent any such proceedings are involuntary, LESSEE is not cis 
crat2eG from ine same within sixty (60) days thereafter; (d} a receiver is appointed for a substantial part of ine assets of LESSEEXM 
x } . (f) tis Lease of any estaze of LESSEE hereunder snail be levied upon any 
ment or execution; then any sucn event shall constitute an event of default by LESSEE. Upon the occurrence of any event of 
Guiuult oy LESSEE nereuncer, LESSOA may, at its option and without any further notice of demand, in aadition to any otrer rignts 
ofd femedias given hereu/der or by law, do any of the following: 


ia LESSOR snail nave the right, so long as such default continues, to terminate this Lease by giving to LESSEE written notice of such 
Tarmuneaticn, 
(i) in the event of any such termination of this Lease, LESSOA may then or at any time thereafter, re-enter tha PREMISES and remove 
inerefrom ali oersons and property and again repossess and enjoy the PREMISES without prejudice to any otner remedies that LESSOR 
may Nave by reasorrot LESSEE’S default or of such termination. : ae 
(ii) In the event of any such termination of this Lease, and in addition to any oiner rights ana remedies LESSOR may have, LESSOA 
sAuil Aave all the rights and remedies of a Landlord provided by Section 1951.2 of tne California Civil Code, The amount of damages 
acich LESSGR may recover in event of such tarmination snail include, without timitation: (a) the worth at tne time of award icompu- 
i OY Giscounting such amount at the discount rate of the Federal Reserve Bank of San Francisco at the tima of award plus one {1) 
Pet cent) of (he amount by which the unpaid rent for balance of tne term after the time of award exceeds the amount of rental loss that 
~ESSEE proves could be reasonably avoided; (b) any legal expenses and other costs incurred by LESSOR in effecting re-entry of repos 
susion of the PFIEMISES; (c) all costs incurred by LESSOR in restoring the PREMISES to good order and canaition, or in remoceiing, 
renovating or otherwise preparing the PREMISES for reletting; and (a) all casis including, without limitation, any brokerage commis 
20968, iNCurrea Wy LESSOA in raletting the PREMISES. 
tiv) 1A tne event LESSEE breacnes this LeaseXQOGOOKIGORKKXMRK and LESSOR does not elect to terminate this Lease by reason 
of such brescn COUOCDOOERDS wis Lease shail continue in full force and effect, and in addition to any other rights and remedias 
LESSOR mey neve, LESSOR shail have all of the rights ana remedies of a Landlord provided by Section 1951.4 of the California Civil 
Code, inclucing the right to recover rent as its fails Que Without any obligation to do so, LESSOR may aiso ralet tne PREMISES as the 
igit of LESSEE and for LESSEE’S account for such term, which may extend beyond the term of this Lease, and upon such otner 
3 aAG Conditions as LESSOR may deem appropriate, LESSOA may do all things reasonably necessary jor such reletting, including 
fupait, femmoaeling and renovating of tne PREMISES and LESSEE shall reimburse LESSOA on Gemana for all costs incurred by LESSOR 
:A Connection therewith, In the event LESSOR relets the 7REMISES, LESSOR snail apply any sums received upon such reletting in the 
icuigwing orcer of priority: (a) to the payment of any indebtedness other than rent due Nereunder from LESSEE to LESSOR; (b) to the 
ent Of ell Custs incurred by LESSOR in restoring the PREMISES to good order and repair, or in remodeling, renovating of other- 
Areparing :ne PREMISES for reletting; (c) to the payment of all costs (including, without limitation, any brokerage commissions) 
weetrea Sy LZ SSOA in raletting the PREMISES; (d) to tne payment of rent cue and unpaid hereunder; (e) the dalance, if any, to the 
. + /0GN0 Of feture rent as the same May become due Nereundar. Notwithstarding any determination by LESSOR not to eect to 
.=i feta inis Lease, LESSOR may at any time elect to terminate this Lease for any previous Oreach ~~ Getault hereunder by LESSEE 
Wiech femains uncured of for any subsequent breach of defauit, 
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(v) For the purpose of determining the unpaid rent for the balance of the term in the went of # termiration of this Lease, or the rent 
due hereunder in the event of a reletiing of the PREMISES, the monthly rent reserved in this Lease shall Oe deemed to be the sum of the 
following: (a) the minimum rent: (b) the amounts iast payable by LESSEE pursuant to the property’ 'a" paragraph above, prorated on 
the bass of @ thirty (30) day month; and (c) the amounts payable by LESSEE pursuant to Paragraph XIV and XV. 

(vil After terminating this Lease, LESSOR may remove any and all personal property iocated in the PREMISES and place such property 
in @ public of private warehouse or elsewhere at the sole cost and expense of LESSEE. inotynmeromont 356608» hoon mney 
RAIMA IK IA HHI HAA IOI HK HN AKAN IH APIO MIN PEK 


No waiver of any bresch or breaches of any provision, covenant, or condition of this Leese shail be construed to be s waiver of any 
Preceding or succesding breach of such provision, covenant or condition, or any other provision, covenant ar condition. 


TIME 


Time is of the essence of each and every provision, covenant and conditlon herein contained and on the part of either LESSEE or 
LESSOR to be done and performed. 


UTIGATION 


in the event eny action shall be brought by either party hereto against the other regarding terms end conditions of this Lease, the pre 
veiling party shell recover @ reasonable sum as attorney's fees and costs, 


RIGHT OF ENTRY 


LESSOR, ar its sgants, mey at any reasonable time during business hours enter in and upon the PREMISES to make repsirs, post not 
cae, oF inspect said PREMISES, and LESSOR may enter the PREMISES during business hours to show the PREMISES to prospective 
tenants within one hundred twenty (120) days prior to termination. The above rights are subject to such sscurity regulations as may de 
imposed by the United States Government or any agency thereof and to LESSEE'S own reasonable security reguistions, 


QUIET ENJOYMENT 
LESSOR covenants snd agress that LESSEE, upon performing the covenants, agreements and conditions of this Lease to be kept and 


partormed by LESSEE, shail lawfully and quietly hold, occupy and enjoy said demised PREMISES during the term of this Lease, with- 
Gut hindrance or molestation by LESSOR, or any person or persons claiming under LESSOR. 


2 8 8 & 


HOLD HARMLESS 


Except as in this Lease otherwise provided, LESSEE hereby agrees to indemnify snc hold harmless LESSOR from ail claims and liability 
wang Gu use of the PREMISES during the term hereof, except for any claim or liability resulting from the failure or neglect of 
LESSOR to perform in eccordancr, with the provisions hereof or resulting from the acts or ommissions of LESSOR, its agents or em- 
dloyess, 


ESTOPPEL CERTIFICATE 


LESSEE shalt, at any time and from tiene to time upon not less than ten (10) days’ prior request by LESSOR, execute, acknowledge and 
deliver to LESSOR a statement in writing cartifying that: (s) this Lease is unmodified and in full force and atte:t (or if there have bean 
modifications thet the same is in full force and affect as modified and identifying the modifications); (b) the cates to which the Basic 
Rent and other charges have been paid; and (c} 30 far as the person making tie certificate knows, LESSOR is not in default under any 
Provisions of this Lease. It is intended that any such statement may be relied upon by any person proposing to acquire LESSOR’S 
interest in this Leese or any orospective mortgages of, of assignee of any mortgage upon, such interest. 


| XxOUl REGULATORY COMPLIANCE 


LESSOR agess that in the event any properly constituted authority having jurisdiction requires with or without & specific order against 

LESSOR of LESSEE that alterations of repairs be made to the PREMISES in order for said PREMISES to comply with any Federal, 

State or focal lew or regulation, building code or ordinance, LESSOR shall Promptly and at his expense make such alterations or repairs; 

Provided, that if such alterations or repairs are required solely by resson of a change in the use of the PREMISES from those contem- 

plated as of this date or if such alterations or repairs are necessitated by additions or modifications made by LESSEE, the cost of all such 
1 alterations or repairs shail be borne by LESSEE. 


j LESSEE agrees to pey as additional rent to \.ESSOR, upon demand, its pro rata share of any parking charges, utilities surcharges, or any 
: Other costs levied, assessed o7 imposed by, or st the direction of, or resulting from statutes of regulations, or interpretations thereof, 
, promulgated by any Federal, State, Municip! or locai Governmental authority in connection with the use or occupancy of the leassd 
. : PREMISES or the parking facilities serving the lessed PREMISES. 


faulty constructio m 
LESSEE, at the expiration of tis Lease. Fat deliver up ie toned Sw toes igtural defects... (damage by acts of God, 
excepted), with all interior walls painted or cleaned, the air conditioning and heating equipment serviced 
PLEASE by a reputable serviceman, ar with all floors cleaned or waxed, together with alterations, additions and improvements which may have 
been made in. to, of on the PREMISES {except movable trade fixtures put in at the expense of LESSEE) OGD ORNOGSE EEO 


XXX «= SURRENDER OF carat feet hat negligence, wiliful sisconduct, and damage caused by 
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TES: * DOK CHET NOT OOERE NEU IONRT! LESSEE S sole 

. LESSEE shall in no event be required to restore any pert or portion of the PREMISES whereon 

the additions and improvements were made with the written consent of LESSOR, unless at the time ssid written consent wes i 

LESSOR and LESSEE asgread in writing thet LESSOR would have the right to demand restoration of that part or portion of the 
wh 


termination of this Lease, shall remove all of LESSEE’S personal and trade fixtures from the PREMISES. I! the PREMISES be 

| rr Not surrendered at'the ond of the term or sooner termination of this Lease, LESSEE shail indemnity .ESSOR against loss or liability 
resulting from deiay by LESSEE in 30 surrendering the PREMISES including, without limizetion. any c.aims madi by any succeeding 

‘ LESSEE founded on such delay. 

, 

' INTERPRETATION 

ne This Lease shail be construed accorcing to the laws of the Sate of California, GX0t25 226 90s OUCIX, WROD MCRD 

BOC UEKK K% Vierever the context 0 requires, 


words used herein in the masculine gender shall be deanad to include the feminine and neuter, and the v-ords used herein in the singuiaer 
shail be deemed to include the plural, 


BINDING EFFECT 

This Leese shali bind and inure to ths benefit of the parties hereto and their respective heirs, representatives, succesors of assigns 
(provided that this Lease shall not inure to the benefit Of any essignes purmiant to an assigninent which is not in compliance with the 
terms of this Lease relating tc assignment and sudierting). 


XXXVI COVENANTS, CONDITIONS AND RESTRICTIONS 


LESSEE ecknowlsdges thet it has read and understood "19 Covenants, Conditions and Restrictions of MOFFETT PARK herain etteched 
as Exhibit “C”, ond will abide by ti = oruvisions thereo’ as they epply to the use and occupancy of the PREMISES. 
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Ir “trial Lease Agreement — Gross Lease 


NOTICES 

All notices to be given or served hereunder, whether pursuant to the terms of this Lease or any provision of law, shall be given of served 
in writing either in person oF by United States registered mail, postage prepaid, at the address stated herem oF to such persons of at such 
pisces as LESSOR ofr LESSEE may designate in writing. 


TO LESSOR AT: 155 Moffett Park Orive, Buikling A - Suite 101, Sunnyvale, CA, 94086 


TO LESSEE AT: Atari, Inc. 
1265 Borregas Avenue 
Sunnyvale, California 94086 
w/copy to Hopking Carley 
101 Park Center Plaza 
ENTIRE AGREEMENT - San Jose, California 95113 


This Lease is the antire agreement between the parties and there ara no agreements or representations betwesn the parties except as 
wi premed herein. 


SUBROGATION 


LESSOR and LESSEE hereby waive all rights of subrogation which their respective 
insurers might have under all policies of insurance now existing or hereafter 

purchased during the term by either LESSOR or LESSEE, insuring or covering the 
premises or any portion thereof, or LESSEE's leasehold improvements, furniture, 
fixtures, personal property, business, or operations in, or about the premises. 


OTHER TERMS AND CONDITIONS 


The addendum attached hereto containing Articles XXXXI through MOXIIT is a part 
of this lease and incorporated herein by reference. 


» 


LESSEE shall, subject te the conditions set forth below, at the request of 
LESSOR, cause its interest to become subordinate to any mortgage, deed of 
trust or other inatrument of security which has been or shall be placed on 

the land and building or land or building of which the PREMISES form a part. 
The LESSEE shall, at any time hereinafter, on demand, execute any instruments, 
releasea, or other documents that may be required by any mortgagee, mortgagor, 
or trustor or beneficiary under any deed of trust for the purpose of subjecting 
and subordinating this Lease to the lien of any such mortgage, deed of trust 
or other instrument of security, and the failure of the LESSEE to execute 

any such instruments, releases or documents, shall constitute a default 
hereunder. LESSEE's subordination is subject to any such lender or prospective 
lender recognizing the validity of this lease according to its terns. 


IN WITNESS WHEREOF, LESSOR and LESSEE have executed this Lasse as of the day and year first above writtan. 
LESSEE 


ATART, 


ADDENDUM TO LEASE BETWEEN THE PRUDENTIAL INSURANCE COMPANY 
OF AMERICA, LESSOR, AND ATARI, INC., LESSEE, FOR PREMISES 
AT 390 CARIBBEAN DRIVE, SUNNYVALE, CALIFORNIA, DATED 
DECEMBER 17, 1976 


CONSTRUCTION OF TENANT IMPROVEMENTS 


LESSOR shall pay all costes (hereinafter called the "Tenant Improvement Work 
Costs") of performing the Tenant Improvement Work, as outlined on Exhibit "Bt" 
attached hereto, up to a maximum cost of Two Hundred Fifteen Thousand and 
No/100 Dollars ($215,000.00). The Tenant Improvement Work Costs shall include, 
but not be limited to: 


(a) All costs of obtaining building permits and other 
necessary authorizations from the City of Sunnyvale; 


(bo) All costs of installing utility conduits necessary t> 
connect the Premises with existing utility transformer pads; 


{c) Ali costs of installing required telephone conduits in the 
Premises; 


(d) All direct and indirect costs of procuring and installing 
tenant improvements in the Prer‘ses, including, without 
limitation, the cost of all on-site supervisory and 
administrative staff, office, equipment and temporary services 
rendered by LESSOR'S contractor in connection with the Tenant 
Improvement Work; 


A design and construction fee payavle to LESSOR'S architectural 
and engineer firm in an amount equal to seven and two-tenths 
per cent (7.2%) of the aggregate of the costs referred to in 
peragrapha (a) through (e) of this section VI. 


A fee payable to Adamson Associates for checking, auditing 

and certifying the cosets incurred by LESSOR'S contractor in 
connection with the Tenant Improvement Work (such fee shall not 
exceed Five Thousand Three Hundred and No/l00 Dollars ($5,300.00) 
for all Tenant Improvement Work completed prior to occupancy; 


All fees payable to LESSOR'S architectural and engineering firm 
if it is required by Lessee to redesign any vortion of the Tenant 
Improvement Work following LESSEE'S approval of the preliminary 
plans therefore (such fee to be an amount equal to two hundred 
fifty per cent (250%) of the total personnel expenses incurred by 
LESSOR'S architectural and engineering firm, as a result of such 
redesign work). 


The cost of $47,300.00 expended by LESSOR to increase the sprinkler 
system flow to .5 gallons per minute over the most remote 3,000 
square feet of the PREMLSES, designed to meet LESSEE’S insurance 
carrier’s approval, including increased underground water supply 
to an eight (&") inch line, increase number of sprinkler risers 
to three (3), provide separate riser for future rack sprinkler 


system, provide additional trunk lines, branch lines, and sprinkler 
heads. . 


In no event shall the Tenant Improvement Work Costs include any costs of 
procuring or installing in the Premises any trade fixtures, equipment, 
furniture, furnishings, celephone equipment or other personal propsrty 
to be utilized in the Premises by LESSEE. In the event that the Tenant \ 
Improvement Work Costs exceed Two Hundred Fifteen Thousand and No/100 
Dollars ($215,000.00), such excess costs are approved in writing by 

» then such excess costs shall be paid by LESSEE. 


PLEASE 


RENTAL ADJUSTMENT 


The base rental for the PREMISES is $12,900.00 per month for the completed 
shell, base year taxes, assesements, building insurance, and common area 
maintenance. Tenant imvrovements to be provided by LESSOR, as outlined in 
Article COM above and shown on Exhibit "B" attached hereto are estimated at 
$215,000.00, which raize the monthly rent to $15,738.00 as set forth in 
Article 5 hereof. In the event the Final Tenant Improvement costs are less 
than the estimated costs, the rental provided for in Article ¥V hereof shall 
be reduced during this base term of this lease by an amount equal to $13.20 
per month for each $1,000 that the actual costs are less than the $215,000.00 
estimated cost. 


RENEWAL OPTIONS. 


At the expiration of the original five (5) year term hereof, LESSEE may 
extend this lease for two (2) additional renewal terms of five (5) years 
each, by giving LESSOR written notice of LESSEE's intention to do so at 
least one hundred eighty (180) days prior to the expiration of the then 
lease ters of this lease. Such renewal terms shall be upon all of the 
terms and conditions hereof, except that the monthly rental for such 
renewal term shall be adjusted to reflect the percentage increase, if 
any, in the cost of living during the previous sixty (60) month period . 
respectively (ar the closest comparable period then available and mutually 
acceptable) as measured by the Consumer Price Index for all Items, San 
Francisco-Oakland Bay Area, publixhed by the United States Department of 
Labor, Bureau of Labor Statistics. In the event the index specified 
above is either unavailable or is no longer published, the most 
comprehensive official index then published by the United States 
Department of Labor, Bureau of Labor Statistics which most closely 
approximates the index specified, shail be substituted in place thereof. 


In no event shall the rental paid during the renewal period be less than 
the rental paid during the previous lease tern herein, nor increased by 
more than twenty (20%) percent, for each successive five (5) year option 
period. 


DELAYS. 


Neither LESSOR nor LESSs5 shall be responsible to the other for delay or 
failure to meet any condition or covenant in this lease caused by strikes, 
lockouts, acts of God, or any other cause which is beyond the control of 
such party. Any delay due to such causes shall not be deemed a breach 

of this lease. It being specifically agreed that any time limit provision 
contained in this lease shall be extended for the same period of time 

lost by causes set forth herein above, provided that such extension 

shall not apply to the time within which t).e payment of any money is due 
herein or to extend the term of this lease. In any event, if LESSOR, 

for any reason whatsoever, cannot deliver possession of the Premises to 
LESSEE by June 1, 1977, this Lease sj.all be voidable at LESSEE'S option, 
provided further that LESSEE's oblijation to pay rent under Article 5 of 
this lease shall not commence untii LESSOR has tendered of the PREMISES 
to LESSEE in the condition required by this lease including the completion 
of construction of all Tenant Improvements. 
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TENANT IMPROVEMENTS 


390 Caribean Drive, Sunnyvale, California 94086, 86 ,000 ug. ft. warehouse 
and distribution building for Atari, Inc. - y 


EXHIBIT "BY 


38. 


DECLARAT‘ON OF PROTECTIVE COVENANTS 
MUFFETT INDUSTRIAL PARK HO. 1 


THIS DECLARATION, made this 4th day of January, 1968, by MOF FETT PARK ASSOCIATES,  partne-unip, tha members of which ore Athineon Development Company, © 
Catidestua corperetan, Ostrenger Consiruction Company, ac Oregen covperniien, and RA Trippacr, Inc. » Neveds corpersuer, 
WITMESSETH: 


WHEREAS Mottert Part Amocistes © the owner of thet carta reel property located in the City of Sunnyvele, County of Sent Clare, Stems of California, described os follows 
called “Matter industnal Pack Ne. 1”): 


Parcels 2, 3 and 4 as shown upon thet certain map entitied “Purcal Maz for: Guy F. Atkinson Campany being 2 portion af Ranche Patera Oe Los Borrege, Crommen 

Sue. Ne. 2, 7.4 Murphy Sub. No. 3,” which map wee (ied ter record in the Office of the Racorder of the County of Sante Clare, State of Caidernie, on September 13, 

1966, in Book 214 of Maga, ot pages 20 Uwough 22; 
od 

WHEREAS Metter: Push Amocuetes propems te subdivide Maftert Industriel Park Me. 1 ond to midject @ to the following restrictions: 

NOW, THEREFORE, Mottert Perk Amociates harsby coctores et Moffett indusret Park Ne. | @ and weil be held, conveyed, encumbered, ncced and used wabject te the fellows 
fag vadteren restriction, covenants and equitable servitude in furtherance af a pion for tia n-ddiviion, improvement end mie thervol and to enhema the veive, demrabdity and eftrec 
‘eeanam of Moftert ladustnal Para Na. |, the restricuens sv furth harem shell run wats the resi property ciudad enthin Motfett Indusisial shall as tending vpun afl partons henng oF 
enZN ing ey inierent i auch reel property er any par Uhesect, all Guure to the benefit of avery portion of idotiert Industrial Park No. 1 and amy mcarest herein and shail inure te 
the benutit of ond be bending uses exch wccemas im interest of Rietieet Pork Amocste und may be anforced by Mottert Fark Amociatos wr rs mucramuers in interest of by say Owner 
(ne defined im Arar a | hetow) of ha ccomory mm mitre. 

& GEMEAAL ‘AGvINORS 

A Od sien 


1 *Aschnecterel Control Commartes” means MPA, os any cucrmutinn which MPA may sppoiat by ee apgropniste instrument recerded usth the Sane Clare Covety 


“MPA” wears (2) Moftert Perk Amociatss or (b) Moffett Indusvial Park 44. 1 Owners Asociotion upon the transfer of the rights und duties of Moffen Park Ame 
cuts to mech Amecsdue m uccerdencs watt Arun Vill. 

“Let” uses each let own on the parcel or subdiviien map, cr maps fer Wotter industrial Park Na. 1. 

“Saas” cane 0 pareé consisting ether of & Let, 2 partion of 2 Lot, coutiquous Lots, or portions of contiqueus Lou. 

“lengrovements” mse7s afl improverects ts Sim mctudeng, but uathent limitanoe, buildings, losding area, trechare, parking sem, pe-ement, polst, fencaa, land 
scaging, ope and wructures of any type. 

“Bedding” menss the main portion af any building or simula structure and oll projections or atansions thereo!, including geregss, eutude platforms end docks. 
“Oumar” means the parton of persons, partnership or corperstion ia whem ttle te » Site @ vested, os shown by the officiel recerds of the Office of the County 
nese ot Daees aes Sawn, “Sune” Sas ant aes senripnenas, Samtoys and Senetsteeies ol Seals od Seve &¢ Saldte ol aly bation meet Wa 


~P PPR 6 


The purpase of them covenant, conditions and restrictions 8 te insure propa development and um of Moffett Industriel Park Neo. 1, w protect the Owner of each Site 
tqperat mech engre par developmen sad var of other Sites as wall depreciate the valve of Mas Site, te prevent the erecion of struc.urts of unmytable of inhermenious Cenge 
. . berm@en cructures, te manta Commen | andacoping (os dafned in Articie V) and in general 
( m accordance sath s qererel plan 
BM = REGUCATION OF IMPROVEMENTS. 
a 


five sitiin Sine 00 fons me reaet 
9 vesaiian mauhd ba aneagenhie eto tha quand Govelebenaes of Malton 


trom, ony Site, excagt ia connection with the construction of improvements, and upee com 
was Gaturbed sound cull hc graded, leveiad sd paved or landscaped. 


f 


Ruildeng on » Site, vtuchewer occurs first, such Site shell be landscaped im accordance aeth plans apy Toved 
c uch landscaping a good order and ceadition. 


| 
i 


if 
| 


approved by the Architectural Coatrel Comeittee whech deatity the name, businem and 
sale er tous. g 


| 


if RUEEF 
Hee 
reed 


inside @ Building of Sehind 8 visual barrier not tem thee siz (Gj feat im height 
’ ¥ ing Bech dosage areas from view from streets and adjoining Sits. Excagt 
Comeuttse, storage wens shall cot be located between any suilding and eny cvest. 


ond marawed im accordance wth the tollewing standards unless an excestios 6 approve: in writing by the Architectural Contre! Com 


Emarier welts sell be o! marzary, macrute ef approved equi maternal, 


Exterier weits shall be pratod or otherwim fivethed im 9 manner acceptable to the Arcivtectural Control Committee. Exterior wails shall not be repented or re 
faked uniem se | vac the srchaecture Contrel Comantise shall hove approved the color as refineshing matensis to be used. 


AB Buildings shall ts mwintened in good order and repam and condition All extorier pamied murtaces shalt be maintained ia firsi-cius condition ond shell be re 
pernted ot leat ence every five (S) yeart. 


AB clecu cal, tolephone ond ather wtlity lines hell be underground and shal not be sxpossd on the exterior of any Building. 


All clecuiczl end machenicat epnaritis, equipmesa, furtures (other than ghting firturm) condus, duct venta flues and located on the exter: feitding 
all bs concenhd trom view und dull be architecturally trested im @ manner eceplable te the Archtactoral Contre! Comenttan races “ 


i 


1V. REGULATION OF OPERATIONS AND USES 


A Perewtted Opwetecs ond Un 
1. Excape as provided in paragraphs 8 and C below, eny industrial use will be permizted on » Site including, but without limitation, manufacturing, proceming, storege, 
whotmude, effica, aborstory, professional and resrach and development. Such retad uses as may be required far the convenionce of Owners and thew employees shell 
be parmetad o@ Parcels 3 and 4 of Moitott Industrial Part Ne. | and auch reted uses may include, but without limastion, restaurants, drug stoves, barber ond beauty 


Profabreed O pursuem sod : 
Site choi be aand os junk yerd, rock yard, of siaughtas yard of for commercial ancovation of duslding oF construchon meteriais, tat rendering of distillation of bones, 

: wu OF reduction of garbage, swage, offal, dead animals or refuse, of the smelting of iron, ta, rine wi other ares oF the prospecting o¢ drilling 
except wath the price waitien permemon of the Architectural Central Commuttun, and then onty ia such manner a6 well not materially 


materially deprecisie the velue of odjacent property. 


. ahall be carred on nor shall anything be done on “ay Site which may be ar become an ennayence ov numunce to the Ownert es occupents 
Offenave by resson of oder, fumes, dust, dirt, thy ash, smoke, nome, gare er which wall bo hazardous by rensoa of danger of fire or cxplesen. 


The Ovener of cach Site veil maunten landscaping exating thereon at ihe time of purchase (“Common Landacaping™) in s condition that “ests the approvel of the Architectural 
Coneret Commerms. ia the event thet the Owner of any Site doas nut mamtan Common Landscaping in such condition or the landsc.\pim described ia Article 1? € as there 
provided, UPA os G3 ageets shall have the right 19 maitoi such landscaping i. such condition. MPA or its agents shell have the right ai fy reasonable time te enter mte any Site 
tes the purptes af mach enewrionancs and for tuch other purposes us ore reasonably related tharete. MPA thal uso dua ddligance and rasan ible care ia repsining, mantseung and 
cnataiting Comonam Lonstecapeng (0 ape thet ain repens, munienance and mriaileion dow net interiors wack tha Owmar’s urs ef rts Sim. In the event that MPA oF its 25.703 should 
wadeniake any nach manvmnence on way such Site, the Owner thereat shall rumburse MPA for ail cf MPA’s costs incurred in such mainton nce. In any logel preceeding brought 
by MPA 10 recover wach comm, tha Qumer shell be obligsied to pay lar the costs sad expernes of much procending, including remonable att mays’ fees. 


meaning cf ony erticie, mction, subsection, pyragraph, sentence, cmon, phrase of word of thes Decierstion the interpretation of MPA shall 
aff intersted parts 2 


reatriction hereim contained shall give to MFA ans) every Owner the right to eater the property upan ov as te which sid violation or breach exits 
romow wt tha experae of the (rwner thereo!, scry structure, thing or canditios thet mey be or cuit thereon comtrery to the intent end mesnang 
= fearesl, of te promcuts ¢ proceeding st law av in equity agemst the perme & persons whe have wolsiad or ary eftempting te wolste amy of thems rerenctions 
te engom cs proeut them frem doirg a, to coum mid vicistion to be remedied or te cover deraeges fer md violenon. 
te any beget ar equeable proceeding tos the en‘orcement of this Declaration’, the lov2g party or parties shall pay the sttorrcyy’ jeus of the preveiling party or partion, im wich 
ecnawnt a easy be fixed by idee Caect im such proceedings. All remedies provided nereim 0: a low oc im equity shell be cumulaive and nat exchushe. 


Emcapt as provided im the last seragraph of Article Jil hervel, the failure of MPA or ary Owne co enforce any restriction contained herein shall in ve event be desmed te 
bee waive of the right te de mm theesttar nor of the right we enturce any other restriction contamed herein. 


EXTINGUISHMERT, COMTINUATION AND MODIFICATION. : 

This Oaciarstinn, avery provision here! end every covenant, condition -- restriction coutained hervia shad continue in full force ond effect fer # period of forty (40) 

the date hervot; provutad, however, thet this Declaration, of any provision hereof, or ony covenent, condition er restriction contnined herein, may be termunsied, extended, modi> 
fied, or cananded with the eritten conzant o] tho Owners of sixty-five per cont (65%) of the land in Motiott Industrial Park Na. | (exclusive of portions thereof now er heresftur 
sodecxted to public ust provided, further, that ro long Ls Motion Park Asmcicten owns ot least twenty per cant ( i . 
(amanen, medfaspss a amendmen, thell be iHectne without the writien conse ef Mottert Park Associsten 

be cflective vatt » proper ratrucnst in write, Ne been executed and acknowledg d mid recorded m the 0 


VM MOCFETT INDUSTRIAL PARK UG. 1 CWRURS ASSOCIATION 


A ‘habedip 
Each Ovmur thal be 2 membw of the Jolten Induscriol Park No. 1 Owners Amocistion, 8 unincorporsted smociatioe (hereinafter called the “As uciation”). 


& = Teansles of Right: and Ownwe, 
Than rights ane! dation of MPA wader his Declaration shail be (ransterred to ond sutometically umumed by the Arociaton upon thy earliest of tha following te occur: 


1 The sole of mitsty par cont (PA) of Moffett Industriel Park No. 1 by Mottert Park Amocistas to Ownars as evidenced by the official records of the Senta Clare County 


2 Te zecardation by UPA @/ an epproprinte inctrumest with the Sante Clare County Recorder transturing the rights and duties of MPA vader this Dectoration te the 
Ke, 


1 omy time meet and edopt by-lens or ru'es of procedure te govern the ope:stion of the Amociation. Until such by-laws or rules of 
the lation may de called by any member thereof upon seven (7) dey’ written notice to cach member setting forth the time and 
' f may be warved in variting at amy time by any member or members not so notifies’; twenty-five per caat (25%) of the members of the 
Amecistinn swf constitu's 8 quorum; and the Amociation may ect dy 2 vote of a majority of ity members preaent ©: 8 mesting, duly called, a which « quorum ia preesat 
swathes 2 maarg by vnenimous wiitien consent of is memdern, 
ANSIGNAGILITY OF MOF” ETT PARK ASSOCIATES RIGHTS ARO GUTIES 
Any snd of of the rigs, powers and remrvations of Mottett Part Amociates herein contained may be amigned to ary perzoa, corporation oF entity which amumes in writing the 
Gstes of Motten Part Amocites pertaining te the p>rticulas right, powers rnd reservations exogned, and peda Naas eyesore coy tar ag lad 
entaty shell hove the sume rights and powers and be subject te the tame obligations and duties os ore herein given to and smumed by Motfert Amocstss, 
COMSTAUCTIVE NOTICE AND ACCEPTANCE. 
Every Oumar is and shall be conclusively deemed te have consnted and agreed to every Covenant, condition and restriction cuntained herein, whether of net omy reference te this 
Occtarstise & contained in the instrument by whicd sich Owner acquired an interest ia any portion of Motte: Industrial Part Ne. 1. 
(0s WITMESS WHEREOF, Mofiert Park Amocistes, the declarant herein, hes coussd itz name te be hereunte miscnbed as of the day ond yea fowt above written, 


MOFFETT PARK ASSOCIATES, 


By All me: Uereiopemse Company, 


FIRST AMENDMENT TO LEASE 


THIS FIRST AMENDMENT is entered into as of the 3rd day of March, 
1977, by and between THE PRUDENTIAL INSURANCE COMPANY OF AMERICA (hereinafter 
called “LESSOR") and ATARI, INC. (hereinafter called “LESSEE"). 


RECITALS: 


A. On the 17th day of December 1976, LESSOR AND LESSEE entered into a 
lease of certain premises located at 390 Caribbean Drive, Sunnyvale, 
California 94086. 


Under the terms of the Lease ir Paragraph XXXX, LESSOR agreed to 
invest up to a maximum of $215,000.00 in tenant improvement work: 
costs. 


As shown in Exhibit A attached hereto LESSOR's total tenant impra 2 
work costs are $266,600.00 and the additional costs are $51,600. 
LESSOR shall install said additional tenant improvements at LESSOR 
sole cost and expense. LESSEE agrees to pay an additional $860.00 

per month as consideration for LESSOR's installation of said additional 
tenant improvements. 


NOW THEREFORE, IT IS MUTUALLY AGREED: 


LESSEE will immediately pay LESSOR $860.00 as additional security . PLEASE 
déposit. 


LESSEE will immediately pay LESSOR $860.00 to cover the increase i 
rent for the period from April 1, 1977 through April 30, 1977. 


The rent due on May 1, 1977 and each succeeding month thereafter 


over the base term of the lease is $16,598.00. 


THE PRUDENTIAL INSURANCE ~ ATARI, INC. 
COMPANY OF AMERICA 


/ 
bai 
Lee Cashion 
Investment Manager 


BY: 


SECOND AMENDMENT TO LEASE 


THIS SECOMD AMENDMENT is entered into as of the twenty-first 
day of June, 1977, by and between The Prudential Ineurance Company of 
America (hereinafter called "LESSOR"), and Atari, Inc. (hereinafter 
called “LESSEE"). 


RECITALS: 

Ae On the 17th day of December, 1976, LESSOR and LESSEE entered into 
a lease of certain premises located at 390 Caribbean Drive, 
Sunnyvale, California 94086. 


B. The term of the lease was for five years, Commencing on the lst 
day of April, 1977, and ending on the 31st day of March, 1982. 


C. Due to construction delays LESSEE could not occupy said premises 
until the lst of May, 1977. 


NOW THEREFORE, IT JS MUTUALLY AGREED: 
1. The term of the lease shall be for a period of five years, commencing 


gg lst day of May, 1977, and ending on the 30th day of April, 
1982. 


THE PRUDENTIAL INSURANCE ATARI, INC. 
COMPANY OF AMERICA 


BY: VA Ce 


. - = Yee Cashion 
» Investz:ent Manager 


So ne a sal sak te i 


eae Ese ev ON Ty a ee 


AMENDMENT THREE TO LEASE 


THIS AGREEMENT, executed at Sunnyvale, California, by 
and between THE PRUDENTIAL INSURANCE COMPANY OF AMERICA, a 
New Jersey corporation (hereinafter “Landlord"), and 
ATARI, INC., a Delaw "re corporation (hereinafter "Tenant"), 
for the Premises loc -ed at 390 Caribbean Drive, Sunnyvale, 


California, is entered into this \\rn day of Nwecn ’ 
1982. 


RECITALS 


WHEREAS, Landlord by Lease, dated December 17, 1976, 
amended by First Amendment To Lease dated March 3, 1977, 
and Second Amendment To Lease dated June 21. 1977, did lease 
te Tenant, an 86,000 square foot building, located at 
390 Caribbean Drive, Sunnyvale, California; and 


WHEREAS, the term of said Lease commenced May 1, 1977, 
to terminate April 30, 1982, for a period of five (5) years 
with an option to extend this Lease for two (2) additional 
terms of five (5) years each; and 


WHEREAS, by the First Amendment To Lease, the gross 
rental for the Premises is SIXTEEN THOUSAND FIVE HUNDRED 
NINETY-EIGHT AND NO/100 DOLLARS ($16,598.00) per month 
including base year real estate taxes, common area mainten- 
ance and fire and extended coverage insurance; and 


WHEREAS, Tenant desires to exercise its first renewal 
option for an additional five (5) years as stated in the 
Lease. 


NOW, THEREFORE, IT IS MUTUALLY AGREED: 


i. The termination date of the Lease shall be extended 
from April 30, 1982, to April 30, 1987. 


2. Commencing May 1, 1982, the rental for tie Premises 
shall be increased from SIXTEEN THOUSAND FIVé HUNDRED 
NINETY-EIGHT AND NO/100 DOLLARS ($16,598.00) to NINETEEN 
THOUSAND NINE HUNDRED SEVENTEEN AND 60/100 DOLLARS 
($19,917.60) per month. 


3. All other terms and conditions of ihe Lease shall remain 
in full force and effect. 


4. IN WITNESS WHEREOF, the parties herein have executed 
this Amendment Three To Lease as of the date hereinabove. 


ATAR., ee 


LANDLORD: THE PRUDENTIAL INSURANCE COMPANY 
OF AMERI 


By: C. Ce: 


Lee Cashion 


Title: Vice President 
Property Development 


Exhibit 22 Subsidiarles of the Registrant 


ATARI CORPORATION 
SUBSIDIARY COMPANIES 


(1) Trame! Trading Limited, a Nevada corporation with 
Principal offices at 1196 Borregas Avenue, Sunnyvale CA 
84086 


(2) Atarl Technology Corp., a Nevada corporation with 
principal offices at 1196 Borregas Avenue, Sunnyvale CA 
$4086 


(3) Atari "US" Corp., a Nevada corporation with principal 
offices at 1196 Borregas Avenue, Sunnyvale CA $4086 


(4) Atari Corp. (UK) Limited, a UK company with principal 
offices at intercity House, Raliway Terrace, Slough, 
Berkshire, ENGLAND SI2 5B7Z 


(5) Atarl Corp. (Deutschland) GmbH, a West German company 
with principal offices at Frankfurter Strase 89-91, 6096 
Raunheim, WEST GERMANY 


(6) Atari France S.A., a French company with principal 
Offices at 9, Rue Sentou, 92150 Suresnes, FRANCE 


(7) Atar! Italla S.P.A., an Italian company with 
principal offices at Via De! Lavoratori 25, 20092 
Cinisello Balsamo, Milian, ITALY 


(8) Atari Talwan Manufacturing Corp., a Taiwan company 
with principal offices at 31, Min-Chu Road, Chu-We!, Tam- 
Shul, P.O. Box 10, Tam-Shul, Taipe!, TAIWAN 


(9) Atari Japan Corporation, a Japanese company with 
principal offices at Toranomon Kiyosh! Building 3F, 
4-3-10 Toranomon, Minato-Ku, Tokyo 105, JAPAN 


(10) Advanced Circuit Limited, a Hong Kong company. 
Owned 95% by Atar: “uSs" Corp. 


(11) Atarl (Benelux) B.V., a Dutch company with principal 
Offices at Hagenweg 7B, Vilanen, HOLLAND 


(12) Atari (Canada) Corp., a Canadian company with 
principal offices at 380 Gough Road, Markham, Ontarlo, 
CANADA 


(13) Atari Explorer Publications Corp., a New Jersey 


corporation with principal offices at 7 HII !top Road, 
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